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Fedeeal Trade Commission, 
Washington, Decernber 21 , 1921. 
To the Congress of the United States: 

There is submitted herewith a report on Terminal Grain Marketing, 
being Volume III of the Commission's report on the Grain Trade, 
embodying certain conclusions and recommendations of the Com- 
mission with reference to the marketing of cash gram. 

In the movement of most of the gram from the farms where it is 
produced to the place of consumption the first step is from farm to 
country elevator, the second from country elevator to terminal mar- 
ket. About 70 per cent of the total shipments of country elevator 
frain (wheat, com, oats, rye, and barley) go to these terminal mar- 
ets, i. e., markets receiving over 1,000 cars a year. This movement 
of grain to terminal markets is usually handlea in one of three ways; 
(1) consigned to a grain commission man or receiver who sells it for 
a commission; (2) sold '^on-track'' in the country; or (3) sold "to- 
arrive," i. e., to be shipped to or to arrive at a terminal market or 
other destination within a specified period of time. At the terminal 
market the grain is usually bought by (1) millers, maltsters, feed 
manufacturers, or other converters, or (2) dealers and shippers, 
including particularly the great terminal elevators. Those in the 
first group buy, of course, for the purpose of converting the raw 
grain into some form of grain product. Those in the second group 
purchase with the expectation of deriving a profit from subsequent 
resale. 

An interesting subdivision of this latter group at Minneapolis is 
the scalper. A car of grain is defined in this report as scalpeS when 
it has passed through the hands of one or more middlemen in the 
same market other than the consignee, prior to delivery on either a 
''to-arrive" or on a futiu'e contract, or prior to delivery to a concern 
or its agent engaged in storing, conditioning, converting, or shippmg 

Bain. A Substantial proportion of all the country gram received at 
inneapolis has been thus scalped. In occasional instances cars 
have been scalped two, three, and four times on the same day. 
Nearly 10 per cent of the cars scalped on the tests made by the 
Commission in this inq^uiry were repurchased by the concerns to 
which these cars were originally consigned for sale. Generally speak- 
ing, the scalping middleman makes a profit by reselling the grain at a 
higher price than that paid, though in some instances he may either 
resell at the same price as he purchased or below that price. 

Grain moving to the terminal market from a country elevator 
usually bears certain charges besides those of transportation. One 
of these charges is the commission paid the receiver as agent for dis-' 
posing of the grain. Other charges include the fees for weighing, 
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inspection, and the like. At Duluth it has been the custom for several 
years to levy so-called insurance charges upon consimors to cover an 
alleged liability for loss on grain after delivery at tne elevators, but 
before unloading. 

Taking the countrv generally, both the buying of grain by the 
country elevators and its movement to the terminal or other market 
are usually financed through regular banking channels. In the North- 
west area, however, the commission houses at Minneapolis and Duluth 
largely finance the country elevator, with the understanding that 
the financed elevator shall ship at least a considerable part of its 

frain to the financing house. At Duluth several of the commission 
ouses have been accustomed to procure a large proportion of their 
fimds from certain terminal elevators under similar understandings. 
In other words, it is understood that commission men, the agents of 
the seller, are to sell grain consigned to them to the terminal elevator 
buvers advancing them funds. 

Much of the grain which reaches the terminal market is stored either 
in the estabUsmnent of a miller, maltster, feed manufacturer, or other 
converter, or else in the terminal elevators operated by grain mer- 
chandisers. A large proportion of the terminal elevator storage 
capacity, aside from that of grain converters, is owned by railroaos. 
Except at seaboard points, however, such storage is not usually 
operated by the railroads, but instead is leased to grain merchandisers. 
The rentals paid to the railroads by the lessees have frequently been 
very low. in addition the lessee concerns have often received 
remuneration from the railroads in the form of allowances for elevat- 
ing grain, even though the bulk of such grain may have been owned 
by the lessee merchandisers in question. 

One of the chief sources of profit of the elevator merchandiser is 
from the mixing of lower grade grain with higher grade. This raises 
the average grade of the grain and thus makes it possible for the 
mixer to procure a better average price for it. In thus raising the 
average grade some of the gram which was graded in the lower 
grades on inspection is mixed with the higher grade or grades 
and emerges in such higher grade or grades, and also some of the 
grain of the higher grade or grades whiSi is mixed may emerge in a 
lower grade or grades. This last is not necessarily the case, however, 
since the result of the introduction of grain of a lower grade into grain 
of a higher grade may be merely to reduce the quality of the higher 
grade to the bottom level of tne inspection requirements for that 
grade, that is, make the mixture what is commonly called ^^skin'' 
grade. As an example of mixing results over a period of years the 
combined mixing operations of several elevators at Chicago showed 
that of the total grain received ''in" 45.7 per cent was contract 
grade, i. e., Nos. 1 and 2 of certain varieties, wnile on the ''out-turn" 
or grain leaving the elevators 95 per cent of the total was contract 
grade. 

Most of the terminal market exchanges issue official prices for cash 
grain. At certain markets the method of determining cash closing 
prices is by applying premiums or discounts at which cash grain is 
selling over or under the future, to the future closing Quotation, in 
order to arrive at the cash close for the day. To use a nypothetical 
case, if the closing price committee (usually composed of tnree or four 
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members of the exchange) finds that cash grain is selling at 2 cents 
under the future price, this discount would be deducted from the last 
future quotation, say $1.27, giving $1.25 as the cash closing price for 
the day. A study of cash closing prices reveals the fact that these 
prices are much more frequently below than above the prices pre- 
vailing during the day. This the Conmiission believes to be partially 
due to the fact that members of the closing price committee are so 
frequently buyers, or else connected with houses directly or indirectly 
interested in buying, and that the price psychology of the buyer tends 
to be downward rather than upward. 

Closing prices are, as a rule, used as basic prices for coimtry pur- 
chasiii^. These quotations are printed in the various trade publica- 
tions, Dj the newspapers, and otherwise. In the Northwest the 
closing prices are usually employed as a basis by the Grain Bulletin, 
a privately controlled price card service, sent each day to several 
thousand country elevators. This card service states a buying price 
for the elevators at each station; in other words, a price made up by 
deducting from terminal market prices the freight to the local station 
and a more or less arbitrary handling margin to cover the elevator's 
cost and profit. This inquiry shows that \mile this service is not now 
subject to private and interested influence, so far as the evidence dis- 
closes, it was subject to such influence in the past that it permitted 
alterations in quotations at interested requests and has been used 
for collusive buying. 

The Commission believes that certain changes are desirable in the 
grain business, particularly at terminal markets. These changes call 
for: 

(1) Improved banking arrangements for the grain movement in the 
Northwest. 

(2) The elimination of financing of commission houses by terminal 
elevators wherever it may appear. 

(3) The operation of public terminal elevators by railroad com- 
panies as an adjunct to tne transportation service. 

(4) Improvement in the methods of making up cash quotations. 

(5) The elimination or reduction of so-cSled insurance charges 
levied on country shippers at the Duluth market. 

(6) The adoption of some form of governmental supervision of 

Srivately issued country price reports of wide circulation such as the 
rrain Bulletin card. 

(7) The prohibition of cash grain scalping by concerns acting 
directly or mdirectly as commission men or receivers. 

FINANCING. 

In the financing of the cash grain busmess improved banking 
arrangements are needed in the producing areas of the Northwest 
so that country shippers need not be dependent upon terminal 
market commission houses for their working funds. While, in other 
sections of the country, grain is financed through regular bankmg 
channels, the country dealer in the Northwest usually draws upon 
a commission house for operatmg funds and thereby becomes obli- 
gated to ship to this concern. This causes commission-house com- 
petition m financing as well as m the handling of erain, which m 
turn results in the assumption of heavy financial risks by the com- 
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mission houses, and sometimes the acceptance of inadequate security 
for the funds advanced. It also probably tends to keep out of ^e 
commission busmess men with small capital or credit. 

Moreover, the practice leads to a multiplication of soUcitors and 
expenses, and thus has a tendency to create high commission rates. 
This is due not only to the fact that such financing requires extensive 
soUcitation to secure the business in the first place, but also to the 
necessity of maintaining some check upon the subsequent operations 
of the financed elevators. As pointed out in Volume I, nowever, 
there is a great deal of evidence to indicate that in a large portion 
of the Northwest the elevators can borrow more cheaply from the 
commission houses than from the local banks. As long as this 
continues to be true, it is doubtful if any material improvement 
^h reference to comlnission-house financing can be expected. 

The financing of Duluth cominission houses by terminal elevator 
operators tends to have a restrictive effect upon competition and 
should be eliminated. Cominission houses are the agents of coimtry 
elevators for the sale of their grain and as such it is their duty to 
obtain the best possible prices. Arrangements imder which they 
turn over grain consigned to them to certain terminal elevators 
because of Funds advanced are not conducive to free competition in 
the sale of grain nor presumably to the consignees procuring the best 
obtainable price therefor. 

PRIVATE WIRES. 

The private wire systems were estabUshed primarily for future 
trading, but in recent years have gone extensively into the cash 
business. The use of private wires in connection with this cash 
grain business has been oitterly opposed by many of the commission 
nouses on the ground that where the countrv elevator receives 
market advice, together with base-ball scores and other information, 
over private wires, it is influenced to give its business, both cash 
and future, to the house furnishing such service, while a firm carry- 
ing on an ordinary cash business can not afford the heavy investment 
required for even a comparatively small system of private wires. 
On the other hand, it is argued that the soUcitation of consignments 
by wire houses, particularly at Chicago, counteracts to a certain 
extent the efforts of terminal elevator owners to buy directly from 
the country, and therebv tends to sustain the volume of sample 
selling on the exchange noor and so to increase competition among 
the purchasers of grain. 

So far as the conduct of the cash grain cominission business is 
concerned, the private wire is an expensive facility. Generally 
speaking, there is not in this business any such necessity for speed 
in handung the transactions involved, as in the case of future trading, 
and this is true even of the hedging transactions of coimtry elevators. 
While, therefore, it may be that this is an economical method of 
handling grain purchases and sales, as long as cash and future busi- 
ness are combined and the speculative business takes care of the 
larger share of the expense, it by no means follows that this is true 
if private wires are employed for the transaction of only the cash 
commission business, including hedges. This would necessarily re- 
quire sufficiently high commission rates to cover the entire expense 
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of the facility and would probably tend to restrict the commissioa 
business to a comparatively few concerns possessing large capital. 
State legislation ajzainst private wire houses as a facility for 

f ambling relates chiejoy to future trading, and has been discussed in 
'olume V. 

REMEDIES FOR TERMINAL ELEVATOR SITUATION. 

Grain merchandising on the part of operators of licensed public 
elevators appears to be contrary to sound principles of public ware- 
housing, leading to dissatisfaction on the part of growers and millers, 
and to ill feeling throughout the grain trade. This situation gives 
to the large elevator merchandisers practical control of deliverable 
grain at the terminal markets, facilitates the manipulation of futures, 
and has doubtless been at times responsible for the failure of the cash 
and future markets to move in harmony. 

A possible remedy for the existing situation is to make it practi- 
cable for grain dealers not operating elevators to store grain in public 
elevators in competition with the big elevator merchandisers. To 
accomplish this would apparently require a reduction in storage 
charges. But the indications are that even at present storage rates 
a purely storage and transfer elevator can not be profitably operated 
at interior terminal points. This diflSlculty might oe met in either of 
two ways. The railroads might be required to operate elevators for 
the convenience of their shippers; or the government, presumably the 
State government, might operate storage elevators at rates sufficiently 
low to permit dealers without elevators to compete with the elevator 
merchandisers. 

It may be objected to proposed remedies that the operation of 
pubUc warehouses by the railroads in such manner or at such storage 
rates as would restore the possibiUty of the utilization of pubnc 
storage by cash ^ain handlers generally would involve a loss to the 
railroads. This is not a conclusive objection and may not really 
apply in the case of railroad operations. Railroad elevators are at 
present, and in the past, have been leased to their operators at rentals 
often nominal and frequently insufficient to afitord an^ adequate 
return on the investment. Furthermore, it is not at all impossible 
that railroad elevators could be operated profitably at interior ter- 
minals if the storage rates were made sufficiently low to enable cash 
handlers generally to employ these facilities m competition with 
private elevator merchandisers. Adequate profit from a purely 
storage and transfer elevator is chiefly a question of volume oi busi- 
ness. If rates were sufficiently low to enable dealers without eleva- 
tors to use these facilities, tnere should be a vast increase in the 
quantity stored by grain handlers and a great increase in the degree 
of utilization of capacity, such as to mean possibly a direct profit as 
well as other indirect advantages to the railroads owning the elevators. 

The restocation of a normal situation as regards the use of public 
storage in the grain trade would apparently be so generally beneficial 
to the trade and to the public as to justify appropriate legisldtion. 

CASH GRAIN PRICES AND QUOTATIONS. 

Cash grain prices as at present reported for the various exchanges, 
and the methods of recording and computing such prices, taking the 
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exchanges as a whole, are not suflBciently accurate. Terminal 
market prices serve as a basis for the prices paid in the country, and 
it is therefore of vital importance to the grower that records of cash 
prices actually paid should be as complete and accurate as possible, 
and that ajxj prices compiled or selected from them for publication 
and circularizing should oe determined as objectively and correctly 
as possible. 

In the first place, every cash sale made should be required to be 
reported promptly, together with the time of the transaction, regard- 
less of wnether other sales have been made at the same time and 
price or not. 

Second, it is regarded as fundamental that in the issuance of prices, 
such as opening, liigh, low, and closing, the element of human judg- 
ment should be, so ftr as practicable, eliminated. These prices ought 
to represent actual purchases and sales, so far as possible, and in the 
case of opening and closing quotations, prices on transactions within 
a definite period of the opemng or the close. Highs and Io'wb should 
likewise represent in all cases actual transactions. If it is found 
necessary to use bid or asked prices or nominal prices they should be 
so labeled and any necessary explanations made. It is important, 
also, that the procedure of closing price conmiittees should oe more 
definitely prescribed. 

Finally, it is recommended that all the exchanges should publish 
quotations on a uniform basis, each kind of quotation to be made up 
by as nearly uniform methods and principles as practicable. 

The exchanges have apparently devoted less attention to these 
matters than their importance demands. It is beUeved that they 
would perform a considerable public service if they would undertake 
a careful study of the. situation, with a view to the establishment of 
a system of cash price quotations along the lines already indicated, 
or along other lines if they should seem better calculated to improve 
the situation. 

INSURANCE CHARGES AT DULUTH. 

For several years Duluth receivers have levied so-called insurance 
charges upon consignors to cover an alleged habihty for loss on grain 
after delivery, but before unloading at the elevators. While the ex- 
istence of any such Uability as that alleged is a matter of dispute, the 
best evidence available would indicate that it does not exist. 

During the five years ending with 1917 Duluth grain receivers col- 
lected for such insurance charges more than $69,000 in excess of any 
expenditures made by them for such insurance, but these insurance 
tolls were never questioned by the exchange authorities. The rates at 
which the insurance was billed to shippers were (on the basis of the 
1917 rate card) considerably in excess of the rates charged by regular 
insurance companies. This insurance income, therefore, represented 
the amount charged shippers over the amount paid insurance com- 
panies where the commission houses insured through such companies. 
Where the commission men carried their own risks (i. e., did not pur- 
chase insurance from insurance companies) this income theoretically 
represented excess of charges billed over losses paid. As no losses 
apparently occurred, the income was presumably the total amount 
oi charges billed. 
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Even supposing that a liability for loss actually esdsts. there is no 
justification for billing shippers a charge in excess of regular premium 
rates for insurance in the case of companies purchasing insurance, or 
in excess of loss ratios in the case of those companies which do not 
purchase regular insurance but prefer to carry their own risk. 

THE GRAIN BULLETIN. 

As shown in Volume I of this report the Commission is in possession 
of hundreds of letters from the nles of line companies covering the 
period 1912-1920, which clearly evidence either agreements as to 
country prices, grades, dockages, etc., or else such harmonious and 
cooperative action with reference to these matters as would bring 
about practically the same elimination of competition as could be 
secured by more specific agreements. Cooperative or farmers' 
elevators, and independent and mill elevators are also frequently 
involved in these agreements and practices. In meeting compe- 
tition there are numerous indications that the line companies not 
infrequently have worked together in endeavoring not only to prevent 
competition among themselves but also to take business from their 
competitors of other types. 

Much contention has obtauied as to the relation of the Grain Bulle- 
tin to this situation. The Grain Bulletin is conveniently adapted to 
use as the basis for price agreements, and down to the time of this 
investigation, and even subsequent thereto, as shown in Volume I 
of this report, the card has been repeatedly and continuously so 
employed. That F. R. Durant, proprietor of the Grain Bulletin, 
has acted in collusion with the line-elevator companies in recent 
years in determining the daily price quotations to oe issued at par- 
ticular stations does not necessarily follow. The conditions surround- 
ing the issuance of the card is a separate question from the use made 
of the card by subscribers to it. 

It is clear that the Grain Bulletia was originally oi^anized and 
financed by some Minneapolis line-elevator companies; that Mr. 
Durant in the early years acted for the line-elevator companies in 

f pooling arrangements,- and until a comparativelv recent date handled 
or them questions pertaining to the closing and wrecking of country 
elevators on a rental basis, and received and disbursed funds for 
political and legislative purposes on behalf of these concerns. Records 
of disbursement and a few letters showing the nature of these activi- 
ties are printed in the body of and appenorx to this report. 

It seems fairly certain that prior to 1913 the line-elevator compa- 
nies lai^ely influenced the price pohcy of the Grain Bulletia price 
card, and that it was operated to a greater or less extent in their 
interest, although prices were also adjusted at the request of non- 
line elevators. Following the passage of State antidiscrimination 
laws of 1913, special local card adjustments appear to have been 
made only at the request of nonhne elevators or of a line elevator 
which desired an adjustment for all of its stations. In 1917, under 
war conditions, Mr. Durant dropped the practice of adjusting card 
prices upon request (special cards) even for nonlines- and has not 
resumed this plan so far as any evidence has been obtained. 

50976**— 22 ^2 
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In conclusion it may be said that, so far as evidence has been 
found, Mr. Durant does not appear to be operating the Grain Bulletin 
card at the present time in tne interest of any particular class of 
subscribers or as a price-fixmg mechanism, whatever he did m the 
past and whatever his present relations with the liae companies 
are in pohtical and other activities. 

In view of all the facts, however, the Commission is of the opinion 
that some form of governmental regulation or supervision of the 
card, State or Federd, is probably desirable. 

Just what form this regulation should take would require a much 
more detailed canvass of the situation than that made by the Com- 
mission. It is believed that such regulation and supervision should 
probably take the form of regular reports to some governmental 
agency. All such reports should be made matters of public record. 

These recommendations are made because of the important influ- 
ence of the card on buying prices and of the large uncontrolled and 
unsupervised discretion now exercised- by a single individual who is 
responsible for computing and sending out these prices. 

CASH GRAIN SCALPING. 

As abeady stated, a car of grain is held to be scalped when 
it passes through the hands of one or more middlemen in the same 
market other than the consignee, prior to deUvery on either 
"to-arrive" or future contracts, or prior to delivery to a concern or 
its agent engaged in storing, conditioning, converting, or shipping 
grain. 

Little or no cash ^ain scalping was found at Chicago or Kansas 
City. At Minneapolis, however. She results of the tests made by the 
Commission indicated that the percentage of cars scalped in this 
market was between 6i per cent and 9i per cent of the total cars 
received in 1916-17. 

By tracing through the various scalped cars certain facts were 
clearly established; (1) that the consignments of certain large 
scalpers are much more heavily scalped than the consignments of 
other receivers; (2) that the two largest scalpers in Minneapolis 
scalped respectively 71 and 81 per cent of the cars which they pur- 
chased from each other; (3) that a substantial proportion of the cars 
scalped are bought back by the original consignees; (4) that a con- 
siderable proportion of the scalped cars were sold by the scalper on 
the same day as purchased, some being scalped once, some twice, 
and others three times on the same day. 

The foregoing facts would seem to indicate that scalping as it has 
been conducted at Minneapohs causes scalping commission houses to 
fail to procure the best obtainable prices for consignors. 

As an explanation for this scalping it might be cilleged to be due to 
lack of skill on the part of the consignee seller, but there is no excuse 
for lack of skill on the part of some of 9ie larger scalpers whose consigned 
grain is, as indicated, most heavily scalpra. The mere fact that an 
organization is a large scalper would indicate that it has in its employ 
men who are either highly competent judges of grain or who have 

?reat famiUarity with the reqmrements of various buyers or both, 
he proper protection of the interest of the consignor ought to 



liETTEB OF SUBMITTAIj. XTX 

require that the best talents of a commission-house oi^anization 
should be employed for the purpose of selling its consignments. 
Scalping, however, affords an outside profit over and above the com- 
mission obtained by a receiver for selling grain and in addition, in 
the case of a salaried employee scalping on joint account for such a 
house, an extra source of revenue besides his salary. So long as this 
is the case it certainly would not be surprising if many scalping oper- 
ators were more interested in the possibilities of extra profit irom such 
operations than in procuring the best possible prices obtainable for 
consigned grain which they are supposed to seU. 

The foregoing considerations suggest the conclusion that scalping 
as conduc&d at Minneapolis has been to a large degree at the 
expense of the consignment business and of the consignors of the. 

frain in at least a considerable proportion of cases. Commission 
ouses devoting their entire time an<f attention solely to the sale of 
grain should be able to absorb a very considerable proportion of 
the profits now obtained by the scalpers and thus to procure a higher 
price for consigned cars which are scalped than is now obtained for 
such cars on tne first sale. It is beUeved that the practice tends 
to collusion, logrolling, lack of attention to selling on the part of 
consignees, and to sales to scalpers when better prices could be 
realized in the absence of such transactions. If there are any ad- 
vantages to the practice they should be obtainable through the 
operations of scalpers who are not connected, either directly or 
indirectly, with commission-house consignees or concerns afiUiated 
with such consignees. 

For these reasons, therefore, the Commission concludes that cash 
grain scalping by concerns or individuals in any way connected with 
the cash gram commission business, either direcUy or indirectly, 
should be strictly forbidden. 
Respectfully, 

Nelson B. Gaseill, Chairman, 

Victor Murdock. 

John F. Nugent. 

Huston Thompson 
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The report on Terminal Grain Marketing (Volume III of the Report 
on the (jrain Trade) deals with the handling of cash grain by the 
various factors at the terminal markets. 

GRAIN PRODUCTION AND MARKETING MOVEMENT. 

Wheat, — ^The most important surplus wheat-producing areas in 
the United States are the spring wheat area in the Northwest, center- 
ing in the Dakotas and including Minnesota and Montana, the hard 
winter wheat area, centering in Kansas and including Nebraska, parts 
of Oklahoma, Nevada, and Texas, and the sm^ler, but prolific 
wheat area of the Pacific Northwest. Minneapolis and Duluth are 
the principal markets for the carlot movement in the spring wheat 
area, while Kansas City, Chicago, St. Louis, and Omaha are the chief 
markets for the hard winter \meat movement. The distribution of 
the hard winter wheat crop is much more widespread than that of the 
hard spring crop. The avaUable information would indicate that 
exports of hard winter wheat are^both absolutelv and relatively 
greater than those of hard spring, the demand of domestic mills, 
particularly the larger nulls in the vicinity of Minneapolis, leaving 
only a ncMgible quantity of hard spring wheat for export. 

^OTO.— TThe heaviest production of corn centers in Iowa and Illinois, 
although com is one oi the most widely distributed crops. Chicago 
is the greatest distributing center for corn in the United States, and 
the inspections indicate that for 1920-21 the other primary markets, 
in the order of importance next to Chicago, were St. Louis, Kansas 
City, Milwaukee, Omaha, and Indianapolis. It is estimated that 
about 80 per cent of the corn crop is consumed on farms where grown, 
and the proportion of the corn crop marketed represents in con- 
sequence but a small proportion oi the entire crop. The size of 
the crop, however, is so great that the carlot movement of corn is 
heavy. Approximatelv 3 per cent of the com crop has been normally 
absorbed by the manufacturers of corn meal; about 1 per cent in the 
production of grits, and about 2 per cent in the manuiacture of corn 
starch and glucose. The export demand for com has never been 
large. 

UaU. — ^The area of surplus oats production in the United States has 
conformed closelv to that of corn, except that oats are raised in large 
quantities considerably farther north. Thus, while Iowa and Illinois 
are the leading States for both oats and corn production, the area of 
heaviest oats production extends into Minnesota, Wisconsin, and other 
States to the north of the corn belt. As with corn, the bulk of the 
oats crop (about 70 per cent) is consumed on the farms. Probably 
80 per cent of the remainder comes from the North Central States. 
Chicago is the chief outlet for oats as well as com. Minneapolis, Mil- 
waukee, and St. Louis are normally the next largest oats markets. 

1 
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Rye and barley. — ^As compared with wheat, com, or oats, the barley 
and particularly the rye crops are very small. The chief barley produc- 
ing sections of the United States are the extreme West, particularly 
Cdifornia, and the upper Mississippi Valley States — ^Minnesota, the 
Dakotas, and Wisconsm. The leading States in the rye production 
have been Wisconsin, Minnesota, Michigan, Pennsylvania, and North 
Dakota. Feeding on the farms accounts for more than half of the 
barley crop. Minneapolis has been the chief market for barley and 
also rye, and Chicago, Milwaukee, and Duluth are next in importance 
in eacn of these grains. During the war a considerable proportion of 
the barley crop was exported. Since the adoption of prohibition there 
has been a small increase in the consumption of rye by flour mills and 
relative to the size of the crop an extremely heavy exportation of this 
cereal to Europe. A considerable proportion of the MinneapoUs 
receipts have been consumed by the local mills. 

RECEIVING AND PURCHASING FROM COUNTRY POINTS. 

Consignment husiness, — Grain comes into the primary markets 
either by shipment on consignment to a commission house to be 
disposed of for a commission, or by direct purchase from the country 
shipper. By the first method the grain is usually sold by sample on 
the noor of an exchange, after it Jias been officially inspected and 
graded. By the secona method, which comprises various conditions 
of contract, the grain is sold prior to delivery, and the operations of 
samplmg, inspecting, and weighing take place when tlie grain is 
delivered. Frequently the commission houses handle direct transac- 
tions in addition to tneir consignment business. The consignment 
business holds a prominent place in the cash trading of all the lai^er 
primary markets, and in the older of these markets has been earned 
on for a long period of time. • 

The commission merchant. — ^The commission merchant may be 
defined as one who acts as a selling agent of the shipper and who 
does not take title to the grain shipped, although frequently securing 
a direct lien through advances made against it. Incidental to the 
receiving business tne commission man or receiver frequently under- 
takes other functions connected with the marketing of grain for 
country shippers. Thus the commission man may finance in part or 
almost entirely the operations of the country elevators. He may 
buy and sell futures to cover hedging accounts of his country elevator 
customers. In some cases, particularly in the Northwest, he may 
supervise the accounts of the country elevator in much the same 
fashion as the head office of a line-elevator company supervises the 
operations of its country stations. As a rule this is found only 
in those cases where the commission house is financing the elevator. 
The commission house may also supply country shippers with 
market information, assist in procuring cars for shipment, and arrange 
for the cleaning and conditioning of grain in terminal houses when 
desirable. In all cases the commission man is expected to protect 
the interests of the consignor with reference to the inspection, 
weighing, and grading of the grain at the terminal market, and to 
call for reinspection wien the same appears to be desirable. 

In the cash grain commission business three competitive factors 
appear to be of special importance: (1) The employment of traveling 
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solicitors to canvass the country elevators; (2) the advance of funds 
on open account to countrv shippers; and (3) the use of private wire 
systems which were developed primarily for handling business in 
futures. 

Solicitors. — ^The primary business of the commission-house solicitor 
is to procure the business of country elevators and other country 
shippers. In the Northwest this sohcitation is largely based upon 
offers to finance, and a commission house th^t is liberal m the amount 
and terms of its financing is very likely to procure the business. 
Where a country elevator is financed, sohcitors are also expected to 
keep a check upon the financial condition o^ the house — tnat is, to 
serve as auditors as well as solicitors. In addition, solicitors may aid 
and assist in procuring country managers^ advise as to correct 
operating and Dusiness methods, and sometunes, when financing is 
involved, practically supervise the entire operations of the elevator. 

The employment of solicitors appears to have been greatly over- 
done in the Northwest, entailing lar^e items of expense. The 
inquiry showed that a majority of the Minneapolis commission 
houses employed from two to four solicitors and a few firms main- 
tained £U3 many as six solicitors in the field at salaries ranging from 
$200 to $350 per month. The employment of these solicitors in the 
latter area has been frequently criticized, and in many cases by the 
commission men themselves, on the ground of the large expense. 

Owing to a variety of factors the fiinancing of coimtrv shippers 
has become in a high degree a function of the commission nouses m a 
great part of the territory tributary to Minneapolis and Duluth. The 
proportion of open account shippers, i. e., elevators given a drawing 
account against the commission house up to a certain amount, as 
reported by firms in that area, has run from about 75 per cent to 90 

Eer cent of the customers of each commission house, though there 
ave been a. few large receivers in the Northwest who have declined 
to finance country elevator consignors. It has been estimated that 
credit extensions by commission men in the Northwest have frequently 
aggregated over $100,000,000 for a single crop year. Some idea 
ofthe extent of these advances can be gamed from the fact that the 
commission merchants' association in 1917 at Minneapolis and 
Duluth proposed to restrict loans to a maximum of $45,000 to each 
elevator. 

Commission men usuallv have figured on a spread of about 1 per 
cent between country and termini rates of interest, though in the 
last year or two the spread has been higher. Thus in 1920-21, 
according to the best available information, the commission houses 
were borrowing at about 7} and loaning at about 9 per cent. In 
practice a formal agreement as to the interest rates has been made 
each year by the commission merchants' associations at Minneapolis 
and iJuluth, and deviations from the rate have been subject to action 
by these associations. 

Personal notes signed bv the directors and managers of the eleva- 
tors have been required n'om a varying proportion of the financed 
elevators as security for the loans. In many cases, however, no 
security at all is required. This lack of precaution as to security is 
largely due to the severity of competition which leads to more 
Uberal advances of funds than would be made by a bank. The fact 
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that the financing is carried on as a part of the commission business 
and not solely as a banking function, however, reduces the liability 
to loss. The financed shippers consign and ship the bulk of their 
grain to the houses extending the credit, and the money is practically 
always loaned with the assurance of receiving the actual grain. 
In some cases contracts to consign and ship to the financing house are 
made, but this is often regarded as unnecessary, smce, as a rule, it 
is mutually imderstood %at the advances are made upon this con- 
sideration. 

The supervision which is exercised bj the commission houses over 
financed elevators through their travelmg solicitors, as stated above, 
tends to reduce the commission house's possibility of loss, aaid many 
such firms also require that grain shall be hedged as soon as pur- 
chased. Financing has apparently added imdue elements of risk to 
the commission business, and probably tends to keep out of it men 
of small capital and credit f aciUties in this area. It is also due largely 
to financing that so many solicitors are employed. 

Minneapolis and Duluth commission merchants' associations have 
at various times considered the matter of financing and passed 
resolutions advocating its restriction or elimination. On the other 
hand, there are certain arguments advanced in favor of the practice. 
Many of the country elevators in the Northwest have reported that 
they can obtain funds cheaper and in larger amoimts tnrough the 
commission men than througn the local banks. The commission men 
apparently a^ree that it creates a steady volume of business and thus 
mikes for economy. Furthermore, in order to finance country ele- 
vators, eitiher considerable capital or credit is required, so that only 
men of reUability and standing can go into the busmess. The system 
also frequently results, as stated, in the commission men supervising 
the elevators m an effort to prevent them from sustaiaing losses. 
Regarding this form of financing the Federal Land Bank of St. Paul 
states that '4t was about the only way the elevators could secure 
money, and the commission houses have really made it possible for 
them to nm their farmers' elevators in many cases where they would 
otherwise not have been able to operate at ail." 

Financing hy terminal elevator companies at Duluth. — ^The Duluth 
commission firms have frequently been financed to a large extent by 
loans from terminal elevator companies rather than by banks. Two 
of the large terminal elevator companies have regularly loaned huge 
amounts, only partly secured by grain paper, to commission houses 
from whom they buy grain. The commission firms so financed have 
included most of the large commission houses in the market, handling 
probably 60 per cent of the grain received at that market during the 
period 1912-13 to 1916-17. An officer of one of the elevator com- 

Eanies declared that there was no written contract of any kind 
etween a financing elevator and the commission house, but added: 
*' We're not going to loan, imless he gives us his business." 

Conclusions onjinxincing, — Improved banking facilities are needed 
in the producing areas of the Northwest, so that country shippers 
need not be dependent up on terminal market commission liouses for 
their working funds. While in other sections of the country the 
grain movement is financed through regular banking channels, the 
coimtry dealer in the Northwest frequently draws upon a commission 



SUMMARY. 5 

house for operating funds and thereby becomes obhgated to ship to 
it. This results in competition in financing as well as in the hanaling 
of grain. This competition in turn results m the assumption of heavy 
financial risks by the commission houses, and sometimes in the ac- 
ceptance of inadequate security for the funds advanced. It also 
probably tends to Keep out of the commission business men with 
small capital and lines of credit. 

Moreover, the practice leads to a multiplication of solicitors and 
to expenses for soUcitation ^eatly in excess of those incurred by 
couMnission houses operating in the territory outside the Northwest, 
and thus has a tendency to create high commission rates. This is 
due not only to the fact that such financing requires extensive solici- 
tation to secure the business in the first place, but also to the necessity 
of maintaining some check upon the subsequent operations of the 
financed elevators. 

As pointed out in Volume I, however, there is a great deal of 
evidence to indicate that in a large portion of the Northwest the 
elevators can borrow more cheaply from the commission houses than 
from the local banks. As long as this is the case, it is doubtful if any 
material improvement with reference to commission-house financing 
can be expected. 

The financing of Duluth commission houses by terminal elevator 
operators tends to have a restrictive effect upon competition, and 
the practice should be abolished. Commission houses are the agents 
of country elevators for the sale of their grain and as such it is their 
duty to Obtain the best possible price for that grain. Arrangements 
imcfer which they turn over grain consignecT to them to certain 
temunal elevators because of financing is not conducive to free 
competition in the sale of grain nor presumably to the consignees 
procuring the best obtainable price therefor. 

Purchasing direct — Direct purchases of grain may be made on the 
basis of ''net, your station,'' i. e., f. o. b. cars country station track, 
or ''delivered at the terminal market.'' In the former case the 
buying is commonly known as "on-track" purchasing, and in the 
latter case as "to-arrive" purchasing. These direct purchases are 
more often on a grade than a sample basis, though m some cases 
samples are used. Such transactions most often originate from the 
terminal market, though they may originate in the country. During 
exchange hours direct bids are sometimes made to coimtry points 
by wire for immediate acceptance. After exchange hours it is cus- 
tomary for many firms at the primary markets to send out over- 
night bids, usually on postal cards, for acceptance prior to the open- 
ing of the exchange on the next business day. Private wire systems 
out of Chicago are employed for making direct bids at all times. At 
several markets the practice of "bidding the country" after exchange 
hours has been sufficiently extensive to lead to the adoption of rules 
for its regulation, particularly in connection with maintenance of 
uniform rates of commission and the uniform commission rule. 
Grain bo th " on-track ' ' and ' ' to-arrive' ' is usually bought to be shipped 
or to arrive within a specified period of time. 

The most conspicuous effect of the direct marketing of grain is the 
increase in cash trading off the exchange floor, which naturally tends 
to narrow the trading on the floor. Opposition to its increase has 
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generally come from commission men and their customers and other 
traders who are especially interested in the maintenance of the 
sample markets. Du'ect buying is favored, on the other hand, by 
the large dealers, such as termiiial elevator operators who are inter- 
ested in handling round lots of grain, which can be bought and sold 
satisfactorily on a grade basis and more or less irrespective of any 
premium qualities in particular cars. It has been argued in opposi- 
tion to purchasing direct that it results in concentrating the grain 
business in the hands of a few large operators and in the gradual 
elimination of the sample market. 

Private wires, — ^The use of private wires in connection with the cash 
grain commission business has been bitterly opposed by many of the 
commission houses on the groimd that where the country elevator 
receives market advice, together with baseball scores and other 
information over private wires, it is influenced to give its business, 
both cash and future, to the house furnishing such service. The 
private-wire systems were established primarily for future trading, 
but in recent years have gone extensively into the cash business. 
It is asserted ttat a firm carrying on an ordinary cash business can 
not aflford the heavy investment required for even a comparatively 
small system of private wires. At an Interstate Commerce hearing 
in 1917, it was alleged that the cash grain business in Iowa coming to 
Chicago firms had become concentrated in the hands of six private-wire 
concerns. On the other hand, it is argued that the solicitation of 
cash grain shipments by wire houses, particularly at Chicago, is op- 
posed to a certain extent to the efforts of terminal elevator people 
to buy direct, and that it thereby tends to sustain the volume of 
sample selling on the exchange floor. So far as the conduct of the 
cash grain commission business is concerned, the private wire is 
necessarily an expensive facility. Generally speaking there is not 
in this business any. such necessity for promptness and speed in 
handling the transactions involved as in the case of future operations, 
and this is also true even of the hedging transactions oi country 
elevators. While, therefore, it may be tnat this is an economical 
method of handling grain, so long as cash and future business is com- 
bined and the speculative business takes care of the largest share of 
the expense, it By no means follows that this would be true if private 
wires were employed for the transaction of only the cash conmiis- 
sion business including hedges. This would necessarily involve suffi- 
ciently high commission rates to cover the expense of the facility and 
would probably tend to a high concentration of the commission busi- 
ness. 

TERMINAL ELEVATOR FAdLTTIES. 

Ownership and control. — ^The specific services performed by a 
terminal elevator company are (1) the storage of gram in the elevator 
bins or tanks; (2) the transferring of grain from one car, barge, or 
vessel to another, either directly or by transferring to the elevator 
storage tanks and subsequently loading out; (3) cleaning and con- 
ditioning, which processes involve screening, cooling heated grain, 
drying wet grain, smutting, bleaching, etc., and (4) mixing. 

A survey of the elevator lacilities for handling biUk grain shows the 
aggregate storage capacity of commercial elevators (i. e., not includ- 
ing mill storage) at the more important terminal points to be above 
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260,000,000 bushels. Fuller 80 per cent of this capacity is operated 
by private dealers in grain. Nearly half of the total capacity is 
included in privately operated houses, i. e.,not licensed nor operated 
as public warehouses. Over 30 per cent of the total is operated under 
State license, but largely for account of the operators. Possibly 20 
per cent of the total is operated on a public utility basis, and this 
includes all the houses operated by railroads, public agencies, and 
public warehousemen not dealing in grain. From a commercial 
standpoint, therefore, the aggregate elevator capacity controlled by 
private dealers includes the duIk of storage in elevators licensed as 
public warehouses by the States. This is true of most of the licensed 
public elevators at Minneapolis, Chicago, and Kansas City, and is in 
marked contrast to the situation in Canada. Except perhaps at 
seaboard points, it appears to be generally true that terminal eleva- 
ator companies can ootain a higher rate of profit by combining mer- 
chandising with storage and otner functions, and that thereinlies in 
part the reason for the existing situation in the United States. 

Leasing. — Grain elevators at terminal points have always been 
largely owned by the railroads as a part of their terminal faciUties. 
To-day approximately 35 per cent of the commercial terminal 
elevator capacity of tne country is owned by railroads. At interior 
terminal points most of these railroad-owned elevators are leased to 

Erivate dealers. At the seaboard points the railroads, on the other 
and, own about 69 per cent of the total storage capacity and retain 
in most instances operating control. 

There are various reasons for the development of the practice 
of leasing terminal elevators by the railroads. In the first place the 
railroads have found that tonnage can be obtained fully as well, if 
not more effectively, by leasing tne house to a large dealer who has 
every incentive to route the grain over the lessor^s line. As the 
interior markets are frequently the terminals of various roads, so 
that some lines have no interest in the grain after it reaches the 
terminal and others no interest in the grain except after its arrival, 
there has often been an advantage in the railroad company leasing a 
terminal elevator to an individual dealer with the specific agreement 
that the grain owned by the lessee shall be brought m or shipped out 
over the lessor's railroad where possible. The second reason for leas- 
ing frequently advanced is that of operating cost; that at competi- 
tive pomts in the interior a terminal elevator affords the railroad no 
profit and may be operated at a loss. To lease a house at a fixed 
rental may afford a reduction in expense and may also eliminate cer- 
tain vexatious operating problems at the terminal. But the raih'oad 
carriers, having constructed elevator facilities at the terminal markets, 
have frequently leased such property to large merchandising ana 
shipping companies as a means of^developing traffic on highly favor- 
able terms to the lessee. Investigation of the leasing situation at 
Kansas City in 1918 by the Interstate Commerce Commission devel- 
oped the fact that ail the public elevators at Kansas City were 
owned by the railroads (except two small elevators), and that the 
control of these railroad properties by the six or seven lessees gave 
them an advantage in buying and selling grain and placed the other 
grain dealers at that market at a disadvantage. 
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Elevation allowances. — ^Elevation allowances by the railroads to 
the operators of terminal elevators have also given rise to a great 
deal of criticism. Contracts have been entered into between rail- 
roads and grain merchandising concerns in which the railroad com- 
panies have agreed to pay certain allowances per bushel to concerns 
operating terminal elevators for providing elevation and storage 
facilities at terminal points. In a number of these cases it was found 
that the grain handled by the elevator in question at the terminal 
point (for which handling the railroad had agreed to pay the elevator 
company) was chiefly the property of the latter, and a number of suits 
were brou^t on the ground that this represented unlawful discrim- 
ination. The Interstate Commerce Commission held that elevator 
companies could not be properly remunerated for transportation 
services, e. g., elevation and transfer performed for the railroad, 
without allowing them commercial benefits amounting to an unlawful 
discrimination against other dealers. The Supreme Court, however, 
held in effect that the carriers were required to provide elevation 
under the interstate commerce acts and that regulation of the trade 
advantage accruing to operators performing elevation services for 
the carriers was without the scope of the Commission's power. 

Pvhlic elevators. — Several of the principal grain-producing States 
have, in the exercise of their police power, passed laws declarmg that 
the elevation and storage of grain imder certain conditions is a busi- 
ness so affected with a public interest as to recjuire license and regula- 
tion. These laws have, with but few exceptions, been upheld by the 
courts. One of the primary purposes oi the State regulation of 
elevators and warehouses is to secure the validity and negotiability 
of warehouse receipts. The warehouse laws of the grain States in- 
variably include certain provisions with reference to the form and 
substance of such receipts, the maimer of issuing and canceling them, 
and the conditions demanded of the warehouseman. In Illinois a 

Eerpetual injunction was granted by the courts against Chicago ware- 
ousemen, enjoining them from storing their own grain in the public 
bins. Subsequent to this decision operators of the public warehouses 
developed practices whereby the ruling of the courts has been effectu- 
ally evaded. The principal method has been for an operator to sell 
grain from a private elevator to another concern under an agreement 
that the grain is 'Ho go to store'' in the public warehouse which the 
seller operates, there being deducted from the prevailing prices a 
margin sufficient to cover the expenses for storage and allow a small 
brokerage to the purchaser in compensation. 

Public warehousing has for a long time. been on the decline. This 
is especially true in the case of forwarding markets such as Chicago 
and Duluth. Various causes have been assigned for this decline. It 
has been attributed partly to the fact that the entrance of the public 
elevator proprietors into the grain business has made it impossible 
for a grain dealer to store in the public elevator in competition with 
such merchandisers who either have no storage to pay except to them- 
selves or have low costs for such storage due to favorable leases of 
elevator property. 

Regular elevators. — ^At those markets where members of the ex- 
changes conduct trading in futures the exchanges declare certain 
houses to be '^ regular" for the storage and delivery of grain on 
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future contracts. Grain in such houses is re^tered and subjected 
to inspection by exchange officials. The practice seems to have origi- 
nated in Chicago in the decade 1870-1880. The requirements gen- 
erally made of regular elevators indicate that the term bears no 
specific relation to the elevation and storage of cash grain. In Chi- 
cago and Minneapolis the regular warehouse must under the exchange 
rmes be a public warehouse in conformity with State laws. At. 
Duluth and Kansas City, on the other hand, the exchanges do not 
require that a regular warehouseman shall hold a State license, and 
houses operated wholly for private account have been declared regular 
and placed under exchange supervision for handling contract gram. 

Merchandising and shipping. — ^The public or private terminal eleva- 
tor companies operating as grain dealers are the largest merchandisers 
and distributors in the trade. Several of the larger elevator com- 
panies combine with merchandising and warehousing a cash and 
future commission business and the operation of country elevators. 

The chief profit of terminal elevator merchandisers is of course 
derived from the purchase and sale of ^ain. The indications are, 
particularly at Chicago, that a substantial proportion of this profit 
IS often realized by the mixing of different grades of grain to raise the 
commercial value. 

In addition to the foregoing sources of profit terminal elevator 
companies operating as merchandisers derive a considerable revenue 
from various auxiliary operations, such as the sale of screenings 
obtained from cleaning operations, transactions in the futures mar- 
ket, and from the storage, transfer, cleaning, and conditioning of 
grain for others in return for a fee. 

A considerable part of terminal elevator merchandisiag in certain 
markets is for local delivery, but the elevators as a class are predomi- 
nantly shippers. The wheat flour millers at Minneapolis and the 
com nullers at Indianapolis furnish perhaps the most conspicuous 
examples of local absorption of elevator stocks. Certain elevator 
companies specialize in selling to flour millers, in some instances, on 
a type sample basis. 

rrivate elevator companies with houses that are regular under 
exchange rules are often in a position to influence the course of the 
futures market bv having control of a large quantity of deliverable 
grain. A large elevator or a group of elevators may make deliveries 
on the first day of a deUvery month with a view to such manipulation. 
Long buyers of futures who do not wish to bother with the cash ^ain 
will DC impelled to sell hastily, thus depressing the current delivery 
future price relative to the price for the next future deUvery. The 
elevators will then be able to transfer their open hedges to the next 
deUvery month on a basis of a profitable spread between the two 
operations., buying-in the current option and selling the next option, 
or they may buy back the cash grain at a sufficiency depressea price 
to give them a larjger carrying charge. 

Mixing, — ^Practically every private terminal elevator company 
engaged in merchandising makes a practice of mixing, cleaning, and 
conditioning, either to secure screenings, to improve the quauty of 
the grain, or to take advantage of the latitude within the require- 
ments of each standard grade by mixing to the bottom level oi such 
requirements. Different grades are frequently mixed also in railroad 
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operated elevators under the supervision of local inspection depart- 
ments with a view to releasing additional bin space. Combined 
results of wheat-mixing operations in Chicago in six private elevators 
for a four-year period gave an outturn of 93.6 per cent No. 2 winter 
as compared with 42.6 per cent received, and an outturn of 90 per 
cent No. 1 spring wheat as against 38.9 per cent received. The 
mixing operations at Minneapolis diu-ing approximately the same 
perioa were of comparatively little signifit5ance. There is a consider- 
able volume of sellmg by type sample to the mills in this market, 
and probably because oi this fact there is less mixing to the lower 
level of the grade requirements than is the case in Chicago. A com- 
parison of the mixmg results for terminal elevators in Chicago, 
Minneapolis, Duluth, and Kansas City on all contract grades (No. 1 
and No. 2 of both spring and winter wheat) specified by rule on each 
exchange for four years was as follows: At Chicago, 45.7 per cent in, 
95 per cent out; at Minneapolis, 31.4 per cent in, 34.4 per cent out; 
at Duluth, 36.9 per cent in, 72.4 per cent out; at Kansas City, 36.1 per 
cent in, 51.6 per cent out. An attempt to determine statistically 
the probable profits per bushel from mixuig operations at Minne- 
apolis and Duluth for five years gave arange of from about one-fourth 
to 3 J cents per bushel at Minneapolis and from about two- thirds of 
a cent to about 4^ cents per bushel at Duluth. 

Mixing has provoked considerable criticism on a variety of grounds; 
that it leads to a discrimination in favor of country run grain as com- 
pared with terminal elevator grain, since termiaal elevator graiQ is 
always expected to be '^sldn grade; that such mixing gives the 
elevator merchandisers who operate regular warehouses an undue 
advantage in the futures market and that it leads to manipulation 
of that market. It is defended by the elevator men on the ground 
that mixing makes a market for low-grade grains and permits a reah- 
zation by the producers of higher prices for these grains through 
creating a competitive demand for them for mixing purposes. 

REMEDIES FOR TERMINAL ELEVATOR SITUATION. 

• 

From what has just been said, it would seem that grain merchandis- 
ing on the part oi operators of licensed pubUc elevators is contrary 
to sound principles of public warehousing. The possible remedy 
for this situation suggested by the circumstances is to make it prac- 
ticable for grain de«3ers not operating elevators to store gram in 
?ublic elevators in competition with the big elevator merchandisers, 
'o accomplish this would require a reduction in storage charges. But 
the indications are that, even at present storage rates, a purely storage 
and transfer elevator can not be profitably operated at interior 
terminal points. 

The problem in question can be met in either one of two ways. 
The railroads might be required to operate elevators for the con- 
venience of their shippers; or the Government, presumably the 
State government, mignt operate storage elevators at rates suffi- 
ciently low to permit dealers without elevators to compete with tibe 
elevator merchandisers. 

It may be objected that the operation of public warehouses by the 
railroads in such manner or at such storage rates, as would restore the 
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possibility of the utilization of public storage by cash grain handlers 
generally would involve a loss to the railroads. This is not a conclu- 
sive objection and the implied premise is not necessarily true. Rail- 
road elevators are at present and have in the past been leased to their 
operators at rentals often nominal and frequently insufficient to afford 
an adequate return on the investment. There are collateral advan- 
tages to the railroads from these facilities, due to their assistance in 
attracting and holding traffic, which are largely compensatory for the 
direct losses in question. As regards terminal f aciUties in general the 
charge for the specific terminal service need not cover, and perhaps can 
not De made to cover, all the costs incurred. There is no reason why 
the same principle should not be applied in the public interest to the 
terminal storage of grain, especially as the railroads are already not 
obtaming any appreciable profits from this part of their property. 
The charge made for public storage should of course cover necessary 
operating expenses, but in addition need include only a mi n imum 
contribution to fixed charges instead of attempting to insure the 
covering of that element in cost. 

Furthermore, it is not at all impossible that railroad elevators 
could be operated profitably at interior terminals, if the storage 
rates were made sufficiently low to enable cash handlers gener- 
ally to employ these facilities in competition with elevator mer- 
chandisers. Adequate profit from a purely storage and transfer 
elevator is chiefly a question of volume of business. If rates were 
sufficiently low to enable dealers without elevators to use these 
facilities, there should be a vast increase in the quantity stored by 
such dealers and a great increase in the degree of utilization of 
capacity, such as to mean possibly a direct profit as well as an 
indirect advantage to the railroads owning the elevators. 

It is worth noting that 30 years ago or so there was less tendency 
to a concentrated and possibly monopolistic exploitation of terminal 
storage facilities than at present and no economic obstacle to the 
utilization of public storage by cash grain handlers generally. The 
public storing of grain owned by producers and handlers having no 
elevators was then a regular incident of the ffrain business. At that 
time the relation (or spread) between casn and future prices at 
Chicago was much more in conformity with economic requirements 
than nas recently been the case. Tne existing situation tends to 
choke the normal channel of connection between the cash and 
futures markets, to foster in the latter market *' technical" condi- 
tions and price movements not related to the demand and supply 
situation for actual grain, to give to powerful iategrated concerns 
additional opportunity for manipulation, and to impair the useful- 
ness of the futures market for hedging purposes. 

AU the incidents of terminal hanming should be arranged so as 
to eliminate incentives to unduly prompt selling and premature 
removal from storage at the terminal elevator oi the railroad on 
which tlie grain ong^ates, and so as to facilitate the continued 
ownership of the grain by the country shipper, if his judgment of 
economic conditions suggests such a policy. Possibly the initial 
elevation and storage charge should imiformly be included in the 
freight charge, so that only through-billed grain would escape con- 
tributing something toward the cost of storage facilities at the 
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railroad elevator. Such a measure would tend to prevent holding 

train in cars and ihe tying up of railroad equipment, as well as the 
iversion of grain to private elevators for speculative purposes. 
The restoration of a more normal situation as regards the use of 
public storage in the grain trade would be so generally beneficial to 
the trade and to the public as to warrant necessary legal reforms and 
financial expenditures in the directions suggested, or whatever other 
steps might be necessary to accomplish the object in view. 

SHIPPING AND BROKERAGE. 

« 

The business of shipping on a commission basis is carried on to a 
small extent generallv m the terminal markets. This class of trade 
includes a considerable number of independent shippers not operating 
elevators, as well as terminal elevator operators. The number of 
firms not operating elevators which are engaged exclusively in 
shipping is almost negligible, since most of these dealers carry on a 
commission business m addition to their trading operations. The 
shipping function in the grain market at Duluth has been performed 
largely by concerns not operating elevators. 

The business of a cash grain broker is to bring together the buyer 
and seller. The broker does not handle the commodity on his own 
account and assiunes no risk for shipment, storage, or delivery of, or 
payment for the grain. He is primarily concerned with obtaining 
a brokerage for bringing about the transaction. The bona fide broker 
is a middleman, actmg as an agent in certain transactions, and dis- 
closes the name of the principaf whenever he arranges a trade. The 
broker is distinct from the commission man chiefly in point of risk 
and responsibUity for the movement of grain. The commission man 
assumes risks of shipment, delivery, and payment. The broker has 
none of these hazards, but is merely an agent handling no fimds and 
taking no responsibility. His fee is usuafly not over one-fourth cent 

Eer bushel, in the larger central markets the cash. grain broker's 
usiness is very restricted. It is a small part of the business done at 
MinneapoHs and the number of strictly cash brokers in Chicago 
would embrace only a comparatively few specialists. Strictly broker- 
age concerns are most frequently found in the smaller markets or at 
points where there is no active exchange. The larger primary dealers 
often operate through brokers in a territory where they nave no 
branch offices. Thus sales to local distributors in the Southeast are 
frequently handled through brokers in that area. Exchange privi- 
leges are not sought by some brokers, either because their business 
is too small, or because they are located at small secondary markets 
where there is no highly organized exchange. The eastern seaport 
brokers operate between the great shipping and selling markets of the 
productive areas and the consumption and export trade of the East. 
Their business differs from that of the inland brokers chiefly in vol- 
ume, in more elaborate selling organization, and in technical under- 
standing of export and transshipment matters. 

THE GRAIN BULLETIN. 

The most important coimtry price information service is the Grain 
Bulletin of Mmneapolis, operated by P. R. Durant. The Grain 
Bulletin furnishes each country elevator, shipper, or buying agent 
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subscribing to its price card service with a daily country price list, or 
card, giving a price at the subscriber's local station, oased on the 
market at MinneapoUs or Duluth. It also furnishes a wire service to 
those subscribing for it, transnutting market changes immediately 
after the close of the market, and (during the day) notification by 
wire of any important market fluctuations. In addition there is 
furnished to the head office manager of each line company a daily 
abstract of cards issued to its local elevators. For the purpose of 
distributing the cards Mr. Durant has divided the territory covered 
by the Bulletin into two zones, which are further divided into groups 
based on freight rates. The prices sent to the individual stations bv 
the Grain Bulletin office are computed from a basing sheet, which 
sets forth the estimated values for given varieties and grades of grain 
less a handhng margin, which purports to include the country eleva- 
tor's expenses and profit. The daily price cards are computed bv 
subtracting the freight charges for each station from the correspona- 
ing groupfigures on the basmg sheet. The card represents in Mr. 
Durant's theory a minimum price list for buyers at country stations. 

The normal handling margins off terminal market prices used in 
making up the cards vary, not only as between different grains, dif- 
ferent gra.des of the same grain, and different crop years, but also 
with various local conditions and other special factors, such as car 
shortages and severity of weather. 

The question of the use made of the card as a basis for price agree- 
ments among its suscribers is entirel^r separate from the c[uestion 
of whether in recent years Mr. Durant in issuing the card pnces has 
been in collusion with the Hne-elevator interests. 

On the score of the use of the card by subscribers to it, as distin- 
guished from Mr. Durant's preparation of it, it may be «aid that 
the card is used by a very large proportion of country elevators in 
the Northwest, and that me statistical evidence indicates that it is 
employed chiefly as a basis for buying, and that the prices hsted by it 
do not coincide with the prices actually paid by a majority of the eleva- 
tors. That is to say, a minority of the elevators (43 per cent out of 
about 2,500), chiefly line, report that they follow the card, but the 
replies of the balance indicate deviations from the prices on the card 
based on competitive conditions and other factors. A detailed study 
of actual prices paid by a representative group of country elevators 
scattered througn the iN orthwest over a five-year period showed that 
the prices actually paid did not coincide with the prices of the card 
except in a negligible proportion of cases. 

As appears trom. Volume I of the report, the card has been repeat- 
edly and continuously employed as a^asis for price agreements and 
similar arrangements entered into on the initiative of elevator man- 
agers in the country markets or through line officials at the terminal 
markets. The Commission is in possession of hundreds of letters 
from the files of line companies, covering the period 1912-1920, 
which clearly evidence either agreements as to country prices, grades, 
dockages, etc., or else such harmonious and cooperative action with 
reference to these matters as would bring about practically the same 
elimination of competition as could be secured by more specific 
agreements. Cooperative or farmers' elevators, and independent 

56976**— 22 ^ . 
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and mill elevators are also involved frequently in these agreements 
and practices. 

Repeatedly it has been either agreed or mutually understood that 
card prices only should be paid by the elevators at a station, and 
certam technicalities of the service facilitate the card's employment- 
in connection with such price agreements. This use of the card for 
price-fixing purposes, however, is attributable chiefly to the price 
pohcies of the various country elevators, particularly the lines. It 
IS probably safe to infer that many of the elevators reporting to the 
Commission that they followed the card were doing so as the result 
of such a^eements. In this connection it is perhaps worth noting 
that the Imes which are most frequently the instigators and partici- 
pants m the agreements and understandings regardmg prices are also 
the most consistent according to their returns in following the card. 
In meeting competition there are numerous indications that the line 
companies not infrequently have worked together in endeavoring 
not only to prevent competition among themselves, but also to take 
business from their competitors of other types. 

On the score of the preparation of the card itself, as distinguished 
from the use of it by subscribers, it may be said that the Grain Bulle- 
tin was originally organized and financed by Minneapolis line-elevator 
companies but was assumed as a personal enterprise by Mr. Durant 
in 1907; that Mr. Durant in the early years acted for the line-elevator 
companies in pooling arrangements; and until a comparatively recent 
date handled for them matters pertaining to the closing and leasing 
of country elevators, as well as receiving and disbursing funds for 
political and legislative purposes on behalf of these concerns. It 
seems fairly certain that prior to 1913 the line-elevator companies, 
some of which originated the service, largely influenced the pohcy 
of the card, and that it was operated to a greater or less extent in 
their interest. 

^rior to 1912, according to Mr. Durant, opinions were obtained 
from the attorneys general of three of the States served by the 
Bulletin to the enect that the cards were on a legal basis ii they 
indicated the highest price which any dealer was wuling to pay at a 

g'ven station. As a result of this ruHng, up to about 1913 Mr. 
urant placed certain stations on a special basis, the prices at those 
stations being based not on the normal handling margin but on the 
highest price at which any elevator, line or nomine, at su<;h station 
was willing to buy grain. It thus became possible for the line to 
have the card price raised to a point which would allow no profit at 
any station where it might wish to destroy competition, and there 
are numerous indications that the card tnus became, during that 
period, an instrument which was employed by the line companies in 
local price-raising wars of this character. By implication, at least, 
Mr. Durant has admitted the influence of the line companies prior to 
1913, as appears in the following extract from a letter of August 28, 
1916, signed by the Grain Bulletin and addressed to D. B. Jonns: 

Prior to 1913 what you say about our being influenced by line elevator companies 
might have been true, but since that time it has not been. 

The passage of the State antidiscrimination laws in 1913 marked 
a change in the policy of the Grain Bulletin. From that time tiU 
1917 li&. Durant took the position that he would adjust the card 
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basis at the request of local nonline elevator managers but not at 
the request of a line company (unless for the line as a whole) . So 
far as can be judged by his correspondence, this poUcy was adhered 
to during this period. As shown elsewhere, the Imes were able from 
1913 to 1917 to obtain adjustments at local stations through procuring 
nonline competitors to request the change in the card. Since this 
involved the consent and cooperation of the latter, it is probably safe 
to conclude that adjustments thus procured were indicative of agree- 
naents and cooperation at the stations affected. That Mr. Durant 
was privy to this situation is certain. 

With the closing out of the guarantor's fund in 1914 the Grain 
Bulletin may be said to have become financially independent of the 
line elevators. 

In 1917, under war conditions, Mr. Durant dropped the policy of 
adjusting prices upon request (special cards) ana has not resumed 
this plan so far as any evidence has been obtained. 

In conclusion, it may be said that, so far as evidence has been 
found, Mr. I)urant does not appear to be operating the card at the 
present time in the interest of any particular class of subscribers nor 
as a price-fixing mechanism, whatever he may have done in the past 
and whatever his present relations with the line companies may be in 
political and other activities. 

Chapter VIII and Appendix A of the report contain a record of an 
examination of Mr. Durant regarding the items of political expendi- 
tures in the '^FRDS'' (F. R. Durant Special) account in which such 
disbursements were recorded by him. Iij a letter of March 12, 1915, 
by J. L. McCauD, president of the McCaull-Webster Elevator Co., 
addressed to Messrs. F. C. Van Dusen, C. M. Harrington, and G. F. 
Ewe, and referring to legislative matters in South Dakota "so far as 
they related to the grain trade, ^' Mr. McCauU said: 

In this connection it is appropriate to say that the watchful eye and the ceaseless 
activity of Mr. F. R. Durant in connection with legislative matters has been of the 
greatest value to the grain trade of the Northwest, and I know of no one who could 
surpass, if , indeed, they could equal, his vigilance and valuable achievements in this 
connection. 

Mr. Durant's political and other miscellaneous activities in behalf 
of the line companies, such as are above indicated, have naturally 
caused suspicion as to the independence of the Grain Bulletin. 

In view of aU the facts it would seem that some form of Gov- 
ernment regulation or supervision of the card, State or Federal, 
is probably desirable. Just what form this regulation should take 
the Commission is not prepared to suggest without making a much 
more detailed and careful canvass of the situation. So far as present 
information goes, however, it is believed that such regtdation and 
supervision should not be too detailed, but at least r^ular reports 
to some governmental agency should be required. Inese reports 
noight be, for example, a continuous daily record of the terminal 
naarket base prices employed, whether ^^to-arrive," ^^spot," or '^fu- 
tm-e," the handling margins allowed and methods of ascertaining and 
computing them, with explanations of any differences between differ- 
ent grains. Records of any special adjustments made should also be 
supplied, together with reasons. Another method would be to re- 
qmre that a lull report of this character should be made at the begin- 
ning of each crop year, any subsequent report to be made only 
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when there are any changes or deviations in the handling margins, 
base prices, etc. 

All such reports should be made matters of public record, and the 
governmental agency should, of course, be directed to confer with 
Mr. Durant in regard to any changes made and to raise objections 
and discuss the changes with him. 

Lest there be mismterpretation, it should be clearly understood 
that these tentative suggestions are not advanced upon the theory 
that there are irregularities in the operation of the Grain Bulletin 
service to-day, but oecause of the important influence of the card on 
buying prices and of the large uncontrolled arid unsupervised dis- 
cretion vested in a single individual who is responsible for computing 
and sending out these prices. 

To adopt the foregoing recommendations proposed by the Commis- 
sion should tend, it is believed, to insure not only that the card prices 
will be at all times fair and just country prices, but also that the card 
will not in the future be influenced bv any particular class of sub- 
scribers, as it apparently has been in the past. 

PRICES OF CASH GRAIN AND CLOSING PRICE COMMITTEES. 

The rules of many of the exchanges require that some record be 
kept of actual transactions in cash grain, and even where there is lio 
specific requirement by rule it is usuallv customary to do so. More 
or less detailed records of the prices at which cash grain sales are made 
are kept at all the priucipal markets. At several of the markets, as 
Chicago, Minneapolis, Duluth, and Kansas City, there is published a 
daily market bulletin or price current, which gives a daily record of 
the prices at which numerom^ individual cars of grain are sold. The 
sources of these price lists are the exchanges or members thereof, but 
the methods of coUectiug them vary with the different markets. 

For the exchanges at Minneapolis and Duluth, committees com- 
posed of exchange members make up each day cash closing prices for 
the various grams. At Mmneapolis there are two of such commit- 
tees — one for wheat and the other for coarse grains, each usually 
composed of three or four members. The method of making up such 
closing prices is by determining the premiums and discounts over or 
under the future at which cash grain is bemg sold and then to add 
these premiums to or to deduct these discounts from the future 
closing price. The result is the cash close for the day. 

A study of the closing prices on specified grades of grain in com- 
parison with both the mean of the high and low prices paid during 
the day and the prices at which the greatest number of cars of each 
grade were sold, reveals the fact that the closing prices tend much 
more frequently to be under the mean of the high and low for the 
day and the modal price for the day than they do to be over; and 
that the minus deviations are on the whole much wider than the plus 
deviations. Several possible explanations of this phenomenon may 
be given, but the fact that the determinations of the premiums and 
discounts which are employed in arriving at the close are so largely 
a matter of personal opinion suggests that the foregoing variations 
are probably due to the defects m human judgment involved rather 
than to other factors, and that the psychology of the market is such 
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that the committee-made close tends to be In a downward rather 
than in an upward direction. 

Terminal market prices serve as a basis of the prices paid in the 
country, and it is therefore of vital importance to the grower that 
records of prices actually paid should be as complete and accurate 
as possible, and that any prices compiled or selected from them for 
circularizing should be determined as objectively and impersonally as 
possible. 

In the first place every cash sale made should be required to be 
reported promptlv, together with the time of the transaction, regard- 
less of whether other sales have been made at the same time and price 
or not. As grain from country points may be resold several times in 
the same market before reaching the ultimate consmner (as at Minne- 
apolis), it should also be required that all resales of cars should be 
reported in exactly the same fashion in order particularly that the 
higher prices paid to scalpers will have their due influence on the gen- 
eral pnce level. Under present methods the lower original prices 
figure in the records of the day's transactions, but the higher prices 
paid the same day to scalpers for the same cars do not appear m the 
record. Perhaps such resale prices should be specially designated as 
such, but in any case the complete record of these cash grain transac- 
tions, together with the time, should be available to country elevators 
and to the public. 

Secondly, it would seem to be fundamental that in the issuance of 
prices, sucn as opening, high, low, and closing, the element of human 
judgment should, so far as practicable, be eliminated. These prices 
ought to represent actual purchases and sales so far as possible, and, 
in the case of opening and closing quotations, prices on transactions 
within a definite period after the opening or before the close. Highs 
and lows should likewise represent m all cases actual transactions. If 
it is found necessary to use bid or asked prices or nominal prices they 
should be so labeled and any necessary explanations made. Where 
actual transactions are not available at the close the prices may have 
to be based upon actual transactions earlier in the day. Possibly 
there is no objection to the method used at Minneapolis and Duluth 
of applying premiums and discounts over and under the future to the 
future close, but if this is done the method should be sharply defined 
and should be more objective and impersonal than that at present 
employed. It is important for the proper application of any satis- 
factory method that, as already stated, there be a complete record 
of all cash sales, including resales, together with the time at which 
each transaction was effected. With mis record before them and the 
complete record of cofttinuous quotations of futures, it would be 
possible for the committees in making the close to determine with a 
good deal of accuracy the exact premiums and discoimts prevailing 
instead of employing more or less of a ''snap" judgment. 

Whether this particular method is employed or not, it is highly 
important that the procedure of closing price committees should be 
more definitely prescribed. 

Finally, it would appear desirable that all the exchanges should 
publish quotations on a uniform basis, each kind of quotation to be 
made up by as nearly imiform methods and principles as practicable. 
It would doubtless be necessary to recognize the fact that on the 
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smuller exchanges only a small number of actual transactions may 
be available. If practicable, it mi^ht be desirable that a representa- 
tive of the Federal Department of Agriculture or other governmental 
agency should sit with all conmiittees having supervision over price 
quotations. 

Cash prices, as at present reported for the various exchanges, and 
the methods of recording and computing such prices, takmg the 
exchanges as a whole, leave a good deal to be desired. The exchanges 
have apparently devoted less attention to such matters than their 
importance demands. It is beUeved that they would perform a con- 
siderable pubUc service if they would undertake a careful study of 
the situation, with a view to attempting the establishment of a system 
of cash price quotations along the lines aheady indicated, or along 
such other lines as might seem likely to improve the situation. 

DULUTH INSUaAKCE CHABOE8.' 

In the Duluth market it has been the practice to charge shippers 
'^ insurance '^ on their grain after delivery but before unloading at the 
elevators. It appears that a majority of the receivers at that market 
have for several years billed shippers for insurance at the rate of 5 
cents per hundred dollars *' selling price/^ and that in many instances 
the charges biUed as recorded on the books are far in excess of any 
insurance expenses actually incurred. Two questions arise out of 
this practice. The first is as to whether or not there is actually any 
liabifity for loss on the grain which it is necessary to insure against. 
The second is as to the amount charged for such msurance. 

As regards the first point, opinions at Duluth are divided. The 
commission men as a rule claim that there is such a liabUity . Respon* 
sible officers of insurance agencies and elevator operators, however, 
assert that the hability alleged by the commission men is nonexistent, 
and that either the railroad or the elevator company on whose tracks 
the grain is deUvered is in reality responsible for any loss. 

Even supposing that there is such a liabiUty for loss, however, the 
question arises as to the rates charged. According to the card fol- 
lowed by the agency at Duluth, through whom the bulk of this grain 
insurance was placed, the 5-cent rate oLlled to the consignor for the 
alleged insurance was greatly in excess of the actual premium cost of 
such insurance. Accounts oi some of the commission houses examined 
showed that in certain years no money was actually expended for 
grain insurance. Accounts of one organization showed a total of over 
$24,000 collected for grain insurance over a period of 12 years, while 
the amoimt actually expended for such in^m^ance amounted to $1,000, 
leaving a credit balance to insurance account for this period of $23,000. 
During the five years ending with 1917, Duluth receivers collected for 
such insurance charges more than $69,000 in excess of any expendi- 
tures made by them for such insurance, but these insurance tolls were 
never questioned by the exchange authorities. The rates at which 
the insurance was biQed to shippers were (on the basis of 1917 rate 
card) considerably in excess of tne rates chaiged by regular insurance 
companies. This income, therefore, was secured through an over- 
charge where the commission houses insured through insurance com- 
panies; where the commission men carried their own risks (i. e., did 
not purchase insurance from insurance companies) this income theo- 
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retically represented excess of charges billed over losses paid. As no 
losses apparently occurred, the income was presumably the total 
amount of charges billed. Even granting that the liability for loss 
is actually existent, there is no justification for billing shippers a 
charge in excess of regular premium rates for insurance in tne case 
of companies purchasing insurance from insurance companies, or in 
excess of loss ratios in the case of those companies which do not 
purchase regular insurance but prefer to carry their own risk. 

CAR-LOT SCALPING. 

For the purpose of the study of scalping, a car of grain was con- 
sidered to have been scalped when it passed through the hands of one 
or more middlemen, other than the consignee, in the same market, 
prior to deUvery on either a ''to-arrive'' or future contract, or prior to 
delivery to a concern or its agent engaged in storing, conditioning, 
convertiog, or shipping grain. The practice of scalping appears to 
be prevalent onlv m the Minneapolis market, and little or none oi it 
was foimd by the investigation at either Chicago or Kansas City. 
The bulk of scalping at Minneapolis is done on a jomt venture between 
various commission houses and their employees, the former financing 
the transaction and the latter actually transacting the business, the 
profits and losses being split in a certain agreed ratio. The results 
of tests by the Commission indicate that the percentage of cars 
scalped in the Mijmeapolis market in 1916-17 was between 5^ per 
cent and 9^ per cent of the total cars received. This result, how- 
ever, should probablv be regarded as the proportion hkely to be 
scalped in a good scalping year, 1916-17 being, according to available 
information, a year favorable to the practice. 

Out of 180 cars originally scalped in the Minneapolis market which 
were traced through to mtimate destination, 65 were scalped the 
second time, 10 a third time, and 2 a fourth time. Average net scalp- 
ing profits per bushel (losses having been deducted) at Minneapolis in 
1916-17 amounted to about 5J cents per bushel. The most profitable 
scalping was in lower grade wheat. Wheat grading No. 3 or better 
yielaed a net profit of only 6.42 cents; wheat poorer than No. S 
yielded 8.2 cents; and wheat unclassified on which the grade could not 
be obtained yielded 1 9 J cents. Scalping in coarse grains was not nearly 
so profitable. Barley gave a net scalpmg profit of only 2§ cents and 
rye li cents per bushel; com scalping yielded only about one-sixth 
of a cent per bushel and oats about two-thirds of a cent. These 

Erofits being in a year of rising prices are presumably considerably 
etter than they would have been in a year less favorable to scalping, 
when the prices were more nearly stationary or declining. 

By tracing through the vanous scalped cars certain facts were 
clearly established: (1) That the consignments of certain large 
scalpers are much more heo^vily scalped than the consignments of 
other receivers J (2) that the two largest scalpers in Minneapolis 
scalped respectively 71 and 81 per cent of the cars which they pur- 
chased from the other; (3) that a substantial proportion of the scalped 
cars were bought back by the original consignees; (4) that a con- 
siderable proportion of the scalped cars were resold on the same day 
as purchased. 
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The foregoing points would seem to raise the question whether 
scalping as it has been conducted at Minneapolis does not result less 
in serving to maintain cash prices than in causing scalping commission 
houses to fail to procure tne best obtainable prices for consi^ors. 
While positive statements can not be made on this point, it is be- 
lieved that the statistics presented point to an afi^rmative answer to 
this question; that in some cases there is collusion and logrolling 
among scalping operatives, who tip one another oflP as to good '' buys^ 
on their tables or those of the firm employing them, or else agree to 
buy back cars consigned to them or their employmg houses which 
may be purchased by the scalpers of another firm; and that there is a 
failure to realize the highest possible prices obtainable on the floor at 
the time of the sale, owmg both to a comparative lack of skill in selling 
on the part of certain consignees which allows a scalper to pick up cars 
at prices lower than those Being offered on other parts of the floor at 
the same time, and to the fact that heads of consignee houses or their 
salesmen who are scalping are more interested in possible scalping 
profits than in realizing tEe best results for their sappers. 

In so far as scalping may be due to lack of skill on the part of the 
consignee seller, it necessarily implies that the field for the scalper's 
operations is to be found in this lack of ability on the part of the con- 
signee rather than in any economic considerations relating to the 
maintenance of market prices for the seller. Moreover, there is presum- 
ably no excuse for lack of skill on the part of some of the larger scalpers 
whose consigned grain is, as indicated, most heavily scalped. The 
mere fact that an organization is a large scalper would indicate that it 
has in its employ men who are either highly competent judges of grain 
or who have great familiarity with the requirements of vanous buyers 
or both. The proper protection of the interest of the consignor ought 
to require that the best talents of a commission house organiza- 
tion should be employed for the purpose of selling its consignments. 
Scalping, however,^atfords an outsWprofit over and above the com- 
mission obtained by a receiver for selling gram and m addition, in the 
case of a salaried employee working on joint account for such a house, 
an extra source of revenue. So long as this is the case it certainly 
would not be surprising if many scalping operators were somewhat 
more interested in the possibilities of extra profit from such operations 
than m procuring the best possible prices obtainable for consigned 
grain which they are supposed to self. 

The foregoing propositions lead the Commission to the conclusion 
that scalping as conducted at Minneapolis has been to a large degree 
at the expense of the consignment business and the consignors oi the 
grain in at least a considerable proportion of cases. The Commission 
IS further of the opinion that commission houses devoting their entire 
time and attention solely to the sale of grain should be able to absorb 
a very considerable proportion of the profits now obtained by the 
scalpers, and thus to procure a higher price for consigned cars which 
are scalped. It may be argued that the scalping of grain can be 
theoretically justified on the ground that otherwise the prices real- 
ized might be lower than they are. On the other hand, it is be- 
lieved that the actual and potential results of the practice — collu- 
sion, logrolling, lack of attention to selling on the part of con- 
signees, and tne great possibility that the lack of skill of certain 
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of the latter mav lead to sales to scalpers wnen oetter prices could be 
realized in the aosence of such transactions — all lead to the conclusion 
that these factors more than oflFset the possible theoretical considera- 
tion mentioned. Whatever benefits to the market scalping may 
afford can be obtained through the purchases of scalpers who are not 
permitted to act as or for consignees or who are not connected with 
other grain concerns affiUated with such consignees. 

For these reasons^ therefore, the Commission is of the opinion that 
cash grain scalping by concerns or individuals in any way connected 
with the cash grain commission business, either directly or indirectly, 
should be forbidden. 
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Chapter I. 
THE CAR-LOT MOVEMENT OF GRAIN. 

Section 1. Wheat production and the marketing movement. 

Importance of wheat in the grain trade. — ^A very large pro- 
portion of the annual wheat crop of the United States, as compared 
with that of either com or oats, enters the car-lot grain movement. 
A much larger part of both the com and oats crops is consumed in 
the coimty where grown than in the case of wheat. As pointed out 
in Volmne II (p. 31) of this report, Minneapolis and Duhith are the 
principal markets for the initial car-lot movement in the spring wheat 
area, while Kansas City, Chicago, St. Louis, and Omaha handle the 
bulk of this movement from the areas farther south.* 

Quantity and characteristics op the wheat crop. — ^The 
average wheat crop of the United States during the 10 years 1911- 
1920 was 795,000,000 bushels. It ranged from 621,000,000 bushels 
in 1911 to 1,026,000,000 in 1915.^ 

Wheat is characterized by a difference in variety which largely 
determines^ its marketing movement. Flour from hard wheat, 
because of its gluten content, is always in demand where yeast breads 
are largely used. Soft wheat flours dominate the market where 
soda and other baking powders are substituted for yeast. Soft 
spring wheat and durum are of subordinate significance m the flour- 
milling industry, although these varieties as well as the mixed wheat 
can be used as a minor element in blending wheats, and durum con- 
tributes lai^ely to the export movement. 

Estimates of the Department of Agriculture indicate that the 
wheat crop of the United States in 1918, amounting to 921,000,000 
bushels, was distributed among the more important varieties 
approxunately as follows: ' 



Variety. 



Bushels. 



Soft winter ^. 

Hard spring , 

Hard winter... 

Miscellaneous varieties 

Unclassified 



355,000,000 

248,000,000 

216,000.000 

95,000,000 

7,000,000 



iThe movement of wheat through the ports of New Orleans and Galveston has recently increased 
greatly. Indeed, during the year ended June 30. 1921, wheat inspections at each of these ports were far in 
excess of those at any northern x>oint except mnneapolis and Kansas City (Department of Agriculture 
Market Reporter, July 30, 1921 , p. 76). It must be remembered, however, that much of this wheat is moved 
on transactions consummated in northern markets. 

2 Statistical Abstract of the United States, 1920. p. 146. 

>This estimate for 1918 is the only one that has been made for so large a part of the crop, and covers 
practically the entire country. It is not presented as typical of the average crop, but as illustrative of the 
predominance of the tbr e Important classes of wheat. 
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The marketing movement of wheat is also affected from year to 
year by the great variation in yield of wheat per acre. The estimated 

Jield of sprmg wheat for the entire United States in 1918 was 16.2 
ushels per acre and in. 1919 onlv 8.8 budiels. In Kansas^ which is 
the source of so large a part of the marketing movement of hard 
winter wheat, the yield fell from 20.5 bushels in 1914 to 12.5 in 1915. 

Climatic conditions also greatly affect the acreage harvested from 
year to year. The combined effect of variation in acreage and in 
yield is remarkable. There was a decrease in the Kansas crop from 
177,000,000 bushels in 1914, to 45,000,000 in 1917. A similar 
striking instance was the drop in the North Dakota crop from 152,- 
000,000 bushels in 1915 to 39,000,000 in 1916. The effect on the 
marketing movement is probably better illustrated, however, by the 
fact that in 1914 the Kansas crop was over twice as lai^e as that of 
North Dakota, while in 1915 the crop of North Dakota was more 
than 40 per cent larger than that of K^ansas. 

Location op car-lot wheat supplies. — ^The areas from which the 
marketing movement of wheat in the United States originates are 
not to be delimited easily or exactly. This is due not only to the 
eccentricities in the crop already noted, but also to the great distance 
from each other of the somewhat restricted localities which seem 
particularly adapted to wheat farming, and above all to the lack of 
data of the convincing character that might be expected on so 
important a subject. 

Isolated facts enable one to get some grasp of the situation. For 
example, in 1914 the three great hard winter wheat States — Kansas, 
Nebraska, and Oklahoma — ^with about 5 per cent of the country's 
population, produced 33 per cent of its entire wheat crop. The 
next year, 1915, the four great hard wheat States of the North- 
Minnesota, North Dakota, South Dakota, and Montana — ^with about 
4 per cent of the total population, produced 32 per cent of the largest 
crop the country has ever grown. Not so striking, but still worth 
notmg, is the production of 8^ per cent of the entire crop of 1919 by 
the wheat States of the Pacific Northwest — Washington, Oregon, 
and Idaho, with their population considerably less than 3 per cent 
of the total. 

The situation is probably more forcefully presented, however, in 
the statement that, according to the best available information, 
about 80 per cent of the hard spring wheat grown in the United 
States is produced in the three otates — ^iCnnesota, North Dakota, 
and South Dakota. The concentration in hard winter wheat is not 
so great, although probably over two- thirds of the entire crop is 
grown in Kansas, Nebraska, and Oklahoma. The estimated dis- 
tribution of the wheat crop of 1918 upon which the above statements 
are based also shows over half of the soft winter wheat crop to have 
been grown in four States — ^Missouri, Illinois, Indiana, and Ohio.* 

< The following table gives the estimated distribution of the 191S wheat crop (in thousand bushels): a 



Soft winter wheat: 

Missouri 49,965 

Illinois 48,617 

Indiana 46, 461 

Ohio 40,934 

Pennsylvania 25, 295 



S<rft winter wheat—Continued. 

Kansas 15,301 

Virginia 12,600 

Kentucky 12,129 

Maryland 11,346 

Michigan 9,228 



a Compiled from wheat crop estimates by States (Monthly Crop Reporter, December, 1920, p. 138) by 
applying estimated percentages furnished by the Office of Cereal Investigations, Department of Agriculture 
(Beport of the Federal Trade Commission on Commercial Wheat Flour Milling, p. 108). 
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It is evident of course that the size of the crop grown within a 
State does not measure its contribution to the car-lot movement of 
wheat. Because the local demand for flour is greater in some States 
than in others, and also on account of pecuUar advantages in regard 
to manuf acture, transportation, or marketing, local mills grind a much 
larger proportion of the crop in some States than in others. The 
surplus of wheat grown in excess of consumption within a given State, 
from some points of view, affords a fairly satisfactory measure of 
wheat going into the car-lot grain trade from that State. 

It is, at least, of interest in this connection to note the estimates 
made by the Department of Agriculture on this basis for the five years 
1911-1915.* These estimates give a fairly accurate idea of condi- 
tions prevailing just prior to and including the first year of the Euro- 
pean War. Tne figures, obtained by deducting from the crop of a 
given area the requirements for food and seed, show a net average 
annual surplus for the United States of 208,000,000 bushels. Since 



Soft winter wheat— Continued. 

Oregon 8,680 

Tennessee 7,500 

New York 6,978 

Texas 6,570 

North Carolina 6,300 

Washington 6,129 

Idaho 6,083 

Oklahoma 6,264 

West Virginia 4,942 

California 4,706 

Arkansas 3,018 

Georgia 2,856 

UtahTT. 2,844 

South Carolina 2,256 

Be aware 1,729 

New Jersey 1,479 

Iowa 1,403 

Wisconsin 1,^ 



Montana. 

Nebraska.. 

Minnesota. 

Colorado... 

Nevada... 



899 
824 
758 
616 
64 



Total 355,006 



Hard sprine wheat: 

North Dakota 75,027 

Minnesota 69,728 

SouthDakota 48,485 

Montana 11,984 

Iowa 11,691 

Wisoonsin 7,705 

Nebraska 5,358 

Colorado. 6,082 

Wyoming 2,442 

OTMon 2,437 

IdsSo 2,433 

Washington 1,460 

Illinois 1,280 



New York.. 

Michigan 

Ohio 

Nevada 

Pennsylvania. 

Utah 

Texas 

California 



862 
651 
436 
321 
256 
129 
90 
76 



Hard winter wheat: 

Kansas 86,707 

Nebraska 32,970 

Oklahoma 27,635 

IlUnois 14,078 

Montana 11, 086 

Colorado 8, 162 

Iowa 7,015 

Idaho... 4,460 

Oregon 3,350 

Missouri 3,180 

Indiana 2,986 

Minnesota 2,274 

Texas 2,250 

Ohio 2,177 

Washington 2,043 

Wyoming 1,650 

. SouthDakota 1,243 

Wisconsin 1,027 

Michigan 977 

Utah 905 

Nevada 193 

Arkansas 30 



TotaL 216,382 

Miscellaneous varieties: & 

North Dakota 30„646 

Washington 19, 555 

South Dakota 12, 432 

Idaho 7,299 

Montana 5, 992 

Iowa 3, 273 

Minnesota 3,032 

California 2,808 

Utah 2,588 

Wyoming 2, 508 

Nebraska *... 2,061 

Colorado 1, 540 

Oregon 761 

Nevada 492 

Wisconsin 308 

Texas 90 



TotaL 05,382 



TotaL 247,933 

Grand total 914,703 

Undassifled c6,735 

United States total 921,438 

b Includes common soft spring wheat, durum, hard white, etc. 

c Combined production of six States not included in the table, viz: Alabama, Arizona, Maine, Mississippi, 
New Mexico, and Vermont. 
* BaQetin No. 504, Geography of Wheat Prices, pp. 8 and 9. 
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the average export during these years was only 189,000,000 bushels, 
it appears probable that the movement into the grain trade from the 
diflFerent States estimated by this method will be somewhat exagger- 
ated. Nevertheless, it is worth while to note the sm'plus allotted by 
these estimates to diflFerent groups of States as follows: 

Bushels. 

Minnesota, North Dakota. South Dakota, and Montana 174, 000, 000 

Kansas, Nebraska, and Oklahoma 142, 000, 000 

Washington, Oregon, and Idaho 63, 000, 000 

Missouri, Illinois, and Indiana 32, 000, 000 

As further emphasizing the degree of localization these estimates 
show that the combined surplus of the three States of North Dakota, 
South Dakota, and Kansas nearly equals the net surplus for the entire 
country, and that if Nebraska is substituted for South Dakota, the 
combined surplus of three States is considerably in excess of the 
country's net total. 

The above comparison unquestionably fails to show the real rela- 
tive importance of the soft winter wheat States in the car-lot wheat 
movement. A large part of the wheat requirement of the large cities 
in these States is satisfied by the use of hard Mdnter wheat shipped in 
as grain or flour from other States. 

Section 2. Milling demand for wheat. 

Total demand. — The total reported consumption of wheat by 
merchant mills in the United States in recent census years has been 
as follows: 



Year. 


Bushels.i 


1899 


471, 306, 986 
494,095,083 
496, 480, 314 
545, 728, 431 
613,094^420 


1904 


1909 


1914 


1919 





1 statistics for 1919, preliminary figures published by the Bureau of the Census; figures for 1914 taken- 
from Census of Manuractures, 1914, Flour-Mill and Gristmill Products, p. 12; other figures from Census 
Bulletin, Manufactures, 1909, Statistics for the Flour-Mill and Gristmill Industry, p. 13. 

These figures show but little change from 1899 to 1909, and a con- 
siderable increase from 1909 to 1919. 

Domestic mill requirements in recent years (in millions of bushels) 
according to the best available data are shown below: 



Crop years ending 
June 30. 


Ground by 

domestic 

mills.i 


Available 
imports.' 


Require- 
ments from 
domestic 
crop. 


1917-18 


523 
539 
600 
479 


27 

11 

5 

51 


496 
528 
595 
428 


1918-19 


1919-20 


1920-21 





1 Figures except for 1920-21 from Supplement to Grain and Flour Statistics Daring the War. United 
States Grain Corporation (1920), p. 22; figures for 1920-21, estimate of former chief statistician of tne Grain 
Corporation, published in Modem Miller, July 9, 1921, p. 23. 

Figures furnished by the Bureau of Foreign and Domestic Commerce. 

The above figiu'es suggest several important conclusions. First, 
under most favorable circumstances, the wheat farmers apparently 
should not expect the demand from domestic Tnilla to go far above 
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600,000,000 bushek in the near future. Second, under the most 
unfavorable circumstances conceivable (including free trade in wheat), 
this demand might apparently drop nearly to 400,000,000 bushels, 
but there appears to be hardly a chance of its going appreciably 
below that figure. Third, mill requirements of domestic wneat in a 
single vear may fall below the level of consumption 20 years earlier, 
as IS shown by the figures for 1899 and 1920-21, given above. 

Demand for habd spring wheat. — In 1870 the milling industry 
of Minnesota was of no importance except to immediately, adjacent 
territory. Twenty years later its surplus flour output amounted to 
over 10,000,000 barrels and foreign exports from Minneapolis alone had 
already exceeded 2,500,000 barrels m a single year. The peculiar 
excellence of the hard spring wheat flour produced in Minnesota and 
the States immediately west has enabled their millers to increase 
these shipments of flour to outside points imtil they approach (if they 
do not exceed) 30,000,000 barrels in some years. 

The hard spring wheat flour business of the country is by no means 
confined to shipments from the States referred to above, for mills 
all along the line of transportation to the consumer in the East use 
more or less hard spring wheat whenever its price will allow them to 
do so. Its use, f avoreaby lake transportation, is in part responsible 
for the increase in the flour output of BuflFalo from 2,000,000 barrels 
in the calendar year 1904 to 7,000,000 barrels in 1916. Indeed, in 
1916 the combined output of just the two cities — ^Minneapolis and 
Buffalo — exceeded 25,000,000 barrels, amounting to practically 25 per 
cent of the total quantity consumed in the entire country.* 

The two important facts in this situation are the limited extent of 
good hard spring wheat territory in the United States, and the 
aemand for tne maximum crop of that territory from near-by mills, 
or mills located on the most .economical line of transportation to the 
ultimate consiuner. It must be remembered that tne OTeat bulk of 
the hard spring wheat is grown in Minnesota, North Dakota, and 
South Dakota. In good years, such as 1915 and 1918, for example, 
these three States have produced 200,000,000 to 225,000,000 bushels 
of this hard spring wheat; but in poor years, such as 1916 and 1919, 
for example, they may harvest less tnan 100,000,000 bushels.^ 

Keeping in mind that even in the maximum crop years demand 
from aomestic mills leaves only a negligible quantity of this high 
grade hard spring wheat for export, it is easy to understand why the 
output of Minneapolis and Buffalo in the calendar years following the 
two good crops noted above, averaged practically 25,000,000; while 
following the two poor crops in 1916 and 1917 their output in the 
calendar year 1918 was only 20,400,000 barrels.* 

Montana affords an even more striking example of how a shortage 
in the local crop reduces flour production by mills depending on it for 
their suppUes. From the lai^e crop of nearly 30,000,000 bushels 
raised in that State in 1918, Montana miUs, according to reports of 
the Grain Corporation, produced 1,934,000 barrels of flour in 1918-19; 
but apparently because of the short crop of less than 11,000,000 
bushels in the following year, their output in the year 1919-20 

• The Miller's Almanack, 1920-21, pp. 176 and 177; Report of the Federal Trade Commission on Com- 
mercial Wheat Flour Milting, pp. 14 and 20. 
r Monthly Crop Reporter, December, 1917, p. 122, and December, 1920, p. 136. 
•The Miner's Alxnanack, 1920-21, pp. 176, 177. 
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dropped to 827^000 barrels.* Minneapolis and other laise milling 
centers farther east ^e able to substitute winter wheat for spring 
wheat to a considerable extent, as is shown in the following para- 
graph; consequently their output of flour shows no such violent 
nuctuations as that of Montana. 

Inspection figures reported to the Department of Agriculture for 
the first six months of the crop years 1918-19 and 1919-20, re- 
spectiyely; illustrate the dependence of Minneapolis on hard and 
soft winter wheat in years when the hard spring wheat crop is short. 
The total estimated wheat crop of the United States increased from 
921,000,000 bushels in 1918 to 941,000,000 in 1919. Nevertheless, 
according to data on inspections, hard red spring wheat marketed 
in the year ending with June, 1920, was less than 40 per cent of that 
marketed in the preceding 12 months.^® As was to be expected 
under such circumstances, net receipts of hard red spring wheat in 
Minneapolis fell from 47,000,000 bushels in the firat six months 
of the crop year 1918-19 to 26,000,000 in the first six months of the 
crop year 1919-20. This, however, did not result in a reduction 
of 4,000,000 to 5,000,000 barrels in the State's output of flour, for 
dunng the same period net receipts of hard red winter wheat in- 
creased from 7,000 to 16,000 cars, and those of soft red winter 
wheat from 1,000 to 4,000 cars. Ability to supplement its supply 
of hard spring wheat by the use of the high-^ade winter wneat 
produced m 1919 enablea MinneapoUs to respond to the extraordi- 
nary demand for flour from that crop " by increasing its output from 
16,543,630 barrels in the mill year ending August 31, 1919, to 
17,117,610 barrels in the mill year 1919-20, despite thfe greatly de- 
creased supply of hard spring wheat in the latter year referred to 
above. In contrast to this increase, the output of other northwest- 
em mills fell off about 20 per cent.*' Neither the decrease in the 
wheat crop nor in flour output was as great for North and South 
Dakota, however, as that for Montana, which has already been 
noted. 

Demand for hard winter and hard spring wheat com- 
pared. — Wheat inspections reported to the Department of Agri- 
culture show that tne market for hard spring wheat is much more 
restricted than that for hard winter wheat.^^ In 1919-20, inspections 
of hard spring wheat in the four largest markets amounted to 82 

Eer cent of the 75,774 cars inspected that year. In contrast to this, 
ard winter wheat inspections in the four largest markets were only 
52 per cent of a total amounting to 232,4^ cars. On the other 
hand, among the smaller markete hard spring wheat inspections 
exceeded 1,000 cars in only three markets, while in five different 
markets hard winter wheat inspections exceeded 4,000 cars. Total 
hard spring wheat inspections m the smaller markets amounted to 
only 13,238 cars, while corresponding hard winter wheat inspections 
were over eight times as great (110,999 cars). 

* Crop figures from Statistical Abstract of the United States, 1920, p. 154; statistics of flour production 
from Supplement to Grain and Flour Statistics during the War, United States Grain Corporation (1920), 
pp. 10 and 19. 

10 Department of Agriculture Market Reporter, July 31, 1920, p. 78. 

11 Shown by total production figures for the period. 
M Northwestern MiUer, vol. 123, pp. 1076 and 1316. 

u Statistics of inspections pubUsbed in the weekly Market Rei>orter of the Department of Agriculture. 
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The showing for 1920-21 is quite similar. In the four largest 
markets hard spring wheat inspections amounted to 77 per cent of 
a total of 133,234 cars, and hard winter wheat inspections to only 
55 per cent of 299,050 cars. Among the smaller markets only three 
showed hard spring wheat inspections exceeding 2,000 cars, while 
six showed hard winter wheat inspections exceeding 4,000 cars. 
Total hard spring wheat inspections in the smaller markets amounted 
to 30,174 cars, while hard winter wheat inspections were over four 
times that quantity (135,163 cars). 

LOOAUZATION OF MILUNG DEMAND AS INDICATED BY CAPACTIT 

AND OUTPUT OF FLOUR. — ^The daily capacity of all the mills in the 
United States on January 1, 1920, as reported by the Northwestern 
Miller, was 1,085,875 barrels of wheat flour." Tnese figures are the 
best available for capacity by States. They indicate tnat the flour 
output of the country has in no recent vear approached 50 per cent 
of the total rated capacity of the mills. Stating the situation in 
another way, the mills of the United States are capable of grinding 
a much larger quantity of wheat than the farms have ever produceo- 

Almost 24 per cent of this milling capacity, 260,050 barrels, was 
located in the four soft winter wheat States — ^Missouri, Illinois, Indi- 
ana, and Ohio; about 20 per cent, 219,940 barrels, in the four hard 
spring wheat States — ^Minnesota, North Dakota, South Dakota, and 
Montana; only 12 per cent, 132,500 barrels, in the hard winter wheat 
States — ^Kansas, Nebraska, and Oklahoma; and 7 per cent, 72,200 
barrels, in Washington, Oregon, and Idaho." 

The groups of mills referred to in the preceding paragraph produce 
by far the larger part of the wheat flour entering the commercial 
flour markets of the United States. Nevertheless, flour produced in 
Iowa, Wisconsin, Michigan, Kentucky, and Tennessee, witn a capacity 
apparently somewhat larger than that of the three hard winter wheat 
States, unquestionably has some influence on prices in favorably 
located markets, and indirectly on the movement of wheat from 
surplus product States. Mills located in the Atlantic Coast States 
report only about 15 per cent of the capacity of the entire country. 
Tnough there are a few flour mills of considerable conunercial impor- 
tance located in the cotton States, their entire capacity is rated at less 
than 5 per cent.^* About 4 per cent of the total capacity is scattered 
through California and the mountain States lying between it and the 
hard wheat belt. 

Bearing in mind the purely approximate character of the data 
available on wheat flour production, it may be noted that the four 
hard spring wheat States, naving only 20'per cent of the total capacity 
of the country, were credited with 27 per cent of its total flour output 
in 1918-19, and nearly 33 per cent for the three calendar years 1914, 
1915, and 1916, taken together. Yet, in 1919-20 the mills of this 
group were credited with only 23 per cent of the country's total 
output. On the other hand, the tnree hard winter wheat States 
(with only 12 per cent of the capacity and showing in recent years 
only from 13 to 15^ per cent oi the grind) were reported to have 

14 The Miller's Almanack. 1920-21, p. 156. That the total capacity given above is overrated is indicated 
by a statement in the Northwestern Miller of Mar. 16, 1921, that these ^ures include ''150,000 barrels not 
at present available for wheat-flour production.'' 

»» lb., p. 156. 

uin the eroaping used above, the Atlantic Coast States include West Virginia and North Carolina; 
theootton States, with the exception of South Carolina and Arkansas, are limited to Qulf States. 
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increased their flour production to nearly 17 per cent of the total for 
1919-20. The four soft winter wheat States with about 24 per 
cent of the country's total milling capacity, and probably making in 
most years less than 20 per cent of tne output, are reported to have 
made that proportion ol the total in 1919-20." 

Sources of mill purchases. — ^A miller can depend entirely on 
terminal markets for his supply of wheat; or, if favorably located, he 
can secure his entire supply from the near-by country markets. 
Frequently he will make use of both these sources of supply. 

Analysis was made of the purchases of 198 milling companies during 
the mill year 1915-16 (Appendix Table 43). These companies, 
operating 299 mills, bought an aggregate of 295,573 carloads, or about 
300,000,000 bushels of wteat. They probably made over 40 per cent 
of the flour ground from the 1915 crop. 

The reports of these milling concerns showed generally that miUers 
at or near the terminal markets bought the larger part of their sup- 
plies from those centers and that the proportion of purchases from 
country points increased in accordance with the distance of the mill 
location from the nearest terminal. 

Although the representative character of these figures is in some 
respects open to question, owing to the fact that the sample is not 
larger, certain figures are of interest. In Minnesota, for example, 
where flour production is highly concentrated at Minneapolis and the 
mills prefer to buy country-run grain (Vol. I, Chap. IV, sec. 5), 
above 60 per cent of the total mill purchases reported were bought 
on the exchange floor through their own organizations and above 80 
per cent of the total purchases reported were made in the terminal 
markets. On the other hand, in Kansas the reporting mills bought 
barely 20 per cent of their wheat purchases on the exchange floor 
through their own organization and only 30 per cent in total at 
the terminal markets. The commercial mills in Kansas are largely 
scattered through the State and the production is relatively much' 
less concentrated at Kansas City than the production of Minnesota 
is at Minneapolis. The result is that Kansas shows a relatively high 
proportion oi purchases in the country and Minnesota a relativenrhigh 

f proportion at the terminal markets (Appendix Table 43) . The figures 
or the three mills reporting from Montana, which show more than 
half the purchases made through their own elevators, and the balance 
"on-tracK^' in the country, or through interior brokers, is indicative 
of the great distance to the terminal markets eastward. 

The high proportions both of terminal purchases and of purchases 
on the exchange floor made by the Missouri mills are the result of 
heavy buying at the terminal markets by Kansas City and St. 
Louis concerns, most of which are comparatively large mills. Several 
of the mills outside these terminals, however, at St. Joseph, Inde- 
pendence, and Sweet Springs, also bought heavily in the terminal 
markets by one or another of the methods classified.^^ 

17 Statistics of flour production from Grain and Flour Statistics During the War, United States Grain 
Corporation (1919), p. 8, and Supplement (1920), pp. 10 and 19. 

^ Although less than 20 mills reported for this State, their combined purchases totaled above 17,000,000 
bushels, or the equivalent of around 4,000,000 barrels of flour. As the production of flour in Missoun in 
1914 was only above five and one-third million barrels and was apparently declining (Report of the Federal 
Trade Commission on Commercial Wheat Flour Milling, p. 16), it is probable that the methods of purchase 
shown are fairly repres^itative of the methods of purchase for about 75 per cent of the flour production of 
that State Cprobably the greater part of the commercial production), though they can not be regarded as 
representative of the methods of the Missouri mills as a whole, since there are some 300 or 400 of these estab- 
lishments in that State. 
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The Illinois and Oklahoma figures reflect respectively proximity to 
and distance from the termmal markets. Of nearly 16,000,000 
bushels reported as purchased by Illinois mills 83 per cent was bought 
at the terminal markets. About 59 per cent of the total purchases 
were made on the exchange floor through their own organizations, 
and above 15 per cent from terminal dealers and shippers. In Okla- 
homa, on the other hand, nearly 95 per cent of the reported purchases 
was bought in the country, 60 per cent through their own country 
elevators and 32 per cent '''on-track'' from country elevators. 

Two Colorado companies, operating 26 mills in Colorado and 
adjacent States, bought all then* wheat (over 9,000,000 bushels) in 
the country, chiefly through their own elevators and "on-track" 
from farmers. Reporting mills in New York State, on the other 
hand^ make practically all their purchases in the terminal markets, 
either through terminal dealers or brokers. Presumably these pur- 
chases were chiefly of western grain moving East via Duluth and 
the lakes. 

The absence of a highly developed terminal market in Washington 
and Oregon, and the considerable development of mill warehouses in 
this area, is indicated by the fact that out of 19,000,000 bushels pur- 
chased by the mills in these States 28 per cent was bought through 
mill elevators and 20 per cent more '' on-track" from country houses, 
no purchases on exchange floors being reported. In total 63 per cent 
of the purchases of reporting mills in this area were made in the 
country. The most of the grain purchased in terminal markets by 
reporting mills in these two States was bought from dealers and 
shippers. 

rREFERENCB FOR ootrNTRY-EUN WHEAT. — ^The flouT mills, par- 
ticularly in the Northwest, have generally preferred to buy " country- 
run'' wheat, i. e., wheat as received directly from the coimtry rather 
than grain deUvered from terminal elevator storage. 

The miller, particularly in the Northwest, makes his purchases 
with the view to obtaining wheat which will meet the requirements of 
his standard brands of flour. By purchasing ''country-run" grain 
he is able to secure both high and low grade \meat whicn he can mix 
himself to as good, if not better, advantage than the terminal elevator. 
Mills can, and do, in this way use large quantities of low-grade wheat. 
These low grades, of wheat can not oe purchased from the terminal 
elevators to as good advantage, since the latter buy such wheat for 
mixing purposes. It should be noted, however, that the Minne- 
apolis mills do buy considerable terminal elevator wheat, largely 
on type sample. (Ch. V, sec. 2.) 

It was stated by grain men at Minneapolis that "elevator grain" 
was always discriminated against by the mills to the extent of about 
2 cents per bushel even when the coimtry run of grain was poor in 
quality. One operator said: "You can't tell what proportion of 
stronger wheat is in the mixture, and it is hard to determine the 
milling quality." 

Chie Minneapolis company has established a rigid rule against 
taking any dehveries on luture contracts. Others reported that they 
took delivery on futures "only as a last resort to get the grain." 
They reported that this policy was necessary because of the deteriora- 
tion in grades deliverable on contract wheat, stating that they 
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E referred to pay a premium to obtain the grain needed for their 
rand of flour. It was noted, however, that during the crop years 
1912-13 and 1913-14 approximately half the grain consumed by this 
concern was low-grade stuff, not within the contract grades. This 
suggests an additional reason for avoiding actual delivery, namely, 
that the mills can profitably use low-grade wheats before they have 
been conditioned or mixed with higher grades, and that the desire 
to secure the best wheat within tne grade is frequently no more 
prominent than the desire to avoid the cost of purchasing higher 
grades. The millers take the position, however, that they must 
make elaborate tests of the available supplies of wheat in order to 
make the blend for a special brand of flour, and must assign the cars 
purchased to a far greater variety of lots than can be attempted in 
grading for sale. Consequently, for satisfactory blending they are 
reluctant to buy a mixture of the various varieties, such as may be 
made in a terminal elevator, since such a mixture is often ill-adapted 
to milling blends, notwithstanding the fact that it may grade as 
relatively high-grade wheat. 

To cite further examples, an lUinois miller stated that he pre- 
ferred the country run because then he could "grade and mix it 
properly." One Milwaukee milling company reported that they 
preferred the country run of grain because '* the terminals doctor it 
and skin the grade. A grain man at Duluth admitted that the 
'^ millers prefer to buy on sample," but asserted that it was because 
they wanted the mixing profit for themselves, and that their flour 
sales were based on the assumption of a top price paid for "elevator 
one northern." 

An interview with officers of a lai^e northwestern mill developed 
the following statement: 

The problem resolves itself into the method of miYing the available wheat so that 
at all times there will be plenty of the different varieties in stock to maintain an even 
blend of flour. As the visible and available supplies of different kinds of wheat 
become greater or smaller, it is necessary to change the proportions going to the rolls 
to maintain tiie uniform run of the flour. To do tms, the proportions must be changed 
many times a year. In arriving at the milling value of wheat, the baking test or 
bread produced is the criterion. The first consideration is the quantity of flour that 
is prodiiced. Of second consideration is the quality of flour, which depends on good 
rising properties, good color, and good texture. Our Lot Number One is good hard 
wheat that has considerable gluten, is nice and dry, weighing 58 pounds. 

Other lots are made xip by this company to distinguish grain of 
any special character. The entire daily grind may be drawn from 
a number of lots or it may be drawn from only a few. The miller 
may run 60 per cent of a particular run from lot 1, 20 per cent from 
lot 3, and so on. This concern prefers to buy in the terminal sample 
markets, and to do its own mixing. 

The reason most frequently given by flour millers for recent 
increases in mill storage capacity is the increase in merchandising by 
private elevator companies. The millers state that they must 
maintain stocks of wheat adapted to their particular blends and that 
this is impossible where supplies are obtained from private terminal 
elevators which make a practice of mixing and conditioning the 
grain. The MinneapoUs millers assert that oecause of the increase 
in varieties and grades of wheat they can not keep up their grades 
of flour unless they are able to control the quality of their surplus 
stocks. The miller, they say, is not interested in the commercial 
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grades except as they represent uniform qualities of millable wheat. 
It should not be inferred, however, that millers, even in the primary 
markets of the Northwest, carry stocks adequate to their require- 
ments throughout the season, for such is by no means the case. 

In certain instances millers have made arrangements with terminal 
elevator operators for the use of storage space and in other cases 
the elevator men have specialized their operations so as to supply 
the milling trade. For example, one Minneapolis elevator operator, 
in stating that most of the grain stored at his plant was sold to 
mills on sample, explained the policy as follows : 

We have aimed in what we have done in filling our elevator to get a mixture that 
would make a high level of No. 1 northern. We want above an average No. 1 northern 
because we have found that there is no money — ^we can get more money out of the 
millers than by mixing it down at the lowest level of No. 1 northern. In other words, 
the miller gives a premium for quality. We won't put any velvet chaff in our stock 
of wheat in the elevator. 

Such a pohcy appears to be followed by but a few elevator merchan- 
disers in tne United States. However, all millers in terminal markets 
are dependent to some extent upon terminal stocks at times when 
receipts faU off from the country, and many concerns occasionally 
take deUveries on futiu'e contracts. 

Export demand. — The outstanding facts in the export wheat 
market of the United States in recent years are these: (1) During 
the 10 fiscal years prior to 1914 United States exports of wheat, in 
the grain, averagea only 52,000,000* bushels. Relatively large ship- 
ments from the Pacific coast and very small exports to Eiurope 
marked the years of minimum movement. The flour millers of the 
United States used a larger proportion of the country's hard wheat 
crop during this period wian they have in later years. (2) During 
the 6-year period ending with 1919-20 wheat exports averaged 
153,000,000 bushels; this period included the short crop of 1917-18, 
when only 34,000,000 busnels were exported. With the elimination 
of Russian and Rumanian supplies during the war, the world looked 
to the United States for over 40 per cent of its wheat importations,*® 
whereas in the preceding period we had supphed less than 25 per 
cent of this movement. There was an increase in the export demand 
amounting to about 130,000,000 bushels, on the average, and con- 
sequently an increased movement from the Atlantic and Gulf ports. 
(3) This increased export demand for wheat was met by a correspond- 
ing increase in domestic production. The average crop for the 
6-year period 1915-1920 was about 165,000,000 bushels greater than 
the average for the 10-year period 1904-1913, despite the short crops 
of 1916 and 1917. Wheat cultivation was increased in American 
producing regions even in the face of higher costs. (4) The export 
movement continued in increasing volume after the armistice and 
through the shipping period of 1920-21, there being little substantial 
improvement in the European situation. Foreign governmental 
agencies — especially the British Royal Commission — purchased 
heavily of private dealers in the United States after the restrictions 
upon exports were removed on December 15, 1919. (5) This in- 
creased export movement has included substantial Quantities of hard 
wheats, especially from the region west and soutnwest of Kansas 
City. (6) The percentage increases in export rail rates in connection 

u Includjng flour. 
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with substantial decreases in ocean rates influenced for some months 
the direction of exports as between the Atlantic and Gulf ports. 
This is evidenced by the fact that from the last half of 1919 to the 
last half of 1920 exports of wheat from Galveston and New Orleans 
increased 61,000,000 bushels, while exports from New York, Phila- 
delphia, and Baltimore increased only 13,000,000 bushels. The 
increase for the Gulf porte was from 19,000,000 to 80,000,000 bushels, 
or over 300 per cent, while the increase from the Atlantic ports was 
from 47,000,000 to 60,000,000 bushels, or less than 30 per cent. 
(7) Due to the removal of the import tariff on Canadian wheat in 1917 
the Canadian crop for a time competed, either directly or poten- 
tially, with that of the United States in the American market. The 
resulting importation of free wheat released considerable quantities 
of domestic wheat for export. 

The export demand for wheat has thus become a very important 
though variable factor in Qiost of the primary markets oi the United 
States. Minneapolis is exceptional in that tne local millinff demand 
dominates all other influences in the wheat market. Duluth is 
primarily a water-shipping point, and during the close of navigation- 
December 1 to April 1— it IS practically eliminated from participation 
in the export movement. The export demand is frecjuently a strong 
factor in the cash markets at Chicago, Kansas City, Omaha, St. 
Louis, and smaller shipping points nearer the seaboard. The markets 
last named draw primarily upon winter-wheat areas. No. 2 red and 
No. 2 hard, both of them winler wheats, are the grades most fre- 
quently quoted in the export markets. 

Section 3. Com production and the marketing movement. 

Production and distribution. — ^The heaviest production of com 
centers in Iowa and Illinois,** although the crop area extends through- 
out all the agricultural regions east of the Rocky Mountains. As is 
well known, Chicago is the greatest distribution center for com in 
America.^^ For the 1920-21 crop the primary markets next in impor- 
tance were St. Louis, Kansas City, Milwaukee, Omaha, Indianapolis, 
MinneapoUs, and Peoria. The leading secondary markets in order 
of importance were Baltimore, New York, Buffalo, Philadelphia, 
and New Orleans. It should be noted that the local car-lot trade in 
corn is very extensive because of the numerous smaller markets. 

Consumption of corn.— It is estimated that about 90 per cent of 
the com crop is regularly consumed by hogs, cattle, horses, mules, 
and other animals, and 80 per cent of it on the farm where ^own. 
In any case com marketings comprise but a small proportion of 
the entire crop. Yet the crops are so large — varying roughly from 
2,600,000,000 to 3,000,000,000 bushels— that the supplies available 
for the purposes of manufacture and conversion are always large, 
and the movement of com is second in volume to that of wheat. 

The uses of the crop for human consumptive purposes may be 
summarized as follows : 

M See Vol. II. p. 32. 

n For the 1920 crop the inspected receipts at Chicas^o have averaged five times as large as those at St. 
Louis, which ranks second on this basis. See also Vol. II, p. 32. 
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* * * When ground into meal it produces degenninated com meal; when 
crushed it produces hominy «its; when subjected to certain chemical changes, it 
produces whisky, alcohol, and beer. When the starchy part is separated from the 
gluten and ground it produces starch. The remaining gluten is used for cattle feed 
and is called gluten feed. The starch may be subjected to certain chemical processes 
to produce glucose or com sirup.^* 

Approximately 3 per cent of the com crop (85,000,000 bushels) 
has Deen normally used in the manufacture of corn meal;^* abcfut 1 
per cent (28,000,000 bushels) in the production of grits; and about 
2 per cent in the manufacture of cornstarch and glucose.^^ These 
figures serve to indicate that the supply of American com has been 
enormously in excess of the ordinary demands of manufacturers 
and converters. 

Export demand. — ^The export demand for American corn has 
never been large. While exports averaged nearly 43,000,000 bushels 
for the six calendar years 1913-1918, they amounted to otily 11,000,- 
000 and 18,000,000 for 1919 and 1920, respectively. The largest 
export movement for a single year took place in 1916-17, when 
about 65,000,000 bushels were sent abroad to meet war-time de- 
mands. In view of the size of the crop, export demand is an incon- 
siderable factor in the com markets. 

Section 4. Oats prodnction and the marketing movement. 

Localization of production. — ^The area of surplus oats produc- 
tion in the United States conforms largely to that oi com production, 
except that oats can be produced farther north. While Iowa and 
Illinois are the leading States for both oats and com, the area of 
heavy oats production extends into Minnesota, Wisconsin, and other 
States on the Canadian border north of the com belt. Fully 70 per 
cent of the crop is consumed on the farms. Probably 80 per cent of 
the remainder (the so-called commercial oats) comes from the North 
Central States.^® Chicago is the largest outlet for oats as well as com 
in this area, and receives and ships yearly a far greater quantity of 
oats than any other market.^' Minneapolis, Milwaukee, and St. 
Louis, in the order named, are the next most important primary 
outlets. 

Consumptive demand. — "The census figures for 1909 and 1914 
indicate a consumption of oats in flour mills of onlv 50 million bush- 
els, of which 36 million bushels were manufactured chiefly for human 
food' and 14 million bushels * chiefly for live stock.' This consump- 
tion for human food — oatmeal, rolled oats, and 'breakfast foods' — 
constitutes about 3 per cent of a crop of li billion bushels. An addi- 
tional 7.6 per cent of the crop is used for seed, while exports and 
imports are usually unimportant. This would indicate a consumption 
bv live stock of between 85 and 90 per cent of the crop. Apparently 
about 15 per cent of the production is consumed by horses and other 
live stock in urban centers. "^^ 

The oats movement, like that of com, depends largely upon the 
price relation. The grower can sometimes feed his oats witn profit 

» War Industries Board, Price Bulletin No. 10, p. 9-10. 

» <<The present tendency is to produce degermtnated meal, i. e., the germ is extracted and is then aTail- 
able for the production of corn oil and oil meal." (War Industries Board, Price Bulletin No. 10, p. 12. ) 

^ In the past nearly 1 per cent was used in the manufacture of grain alcohol and bourbon whisky, and 
about 1 per cent in the manufacture of beer. 

» U. S. Department of Agriculture, Bulletin 755. 

^ See Table 4 d. 21 Vol. II. 

V U. S. Tari£('Commisslon, Tariff Information Series No. 20, pp. 84, 85. 
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when it would be unprofitable to ship to market. On the other hand, 
in case of a short crop, or conditions of demand tending to increase 
the price, shipments in large quantities may be readily attracted to 
the terminal markets. 

The urban demand for feeding purposes is the most important 
influence in the commercial oats movement. This demand fixes the 
general level of prices for cash oats and renders the marketing problem 
less compUcated than in the case of wheat. 

The domestic trade in oats in the United States exceeds in volume 
the entire international trade in this cereal.^® The main movements 
are from the North Central area to the East and Southeast, yet there 
are lesser outlets for the country shipper in various directions, because 
of the extensive demand and the diversity in character of the markets. 

The export movement of oats is usually small, despite the fact that 
the United States crop has always been more than twice as large as 
that of any European coimtry.^*^ Exports increased, however, imder 
war prices to about 99,000,000 bushels in 1917 and 114,000,000 bush- 
els in 1918. Exports for the 10 months ending with April, 1921, 
were less than 4,000,000 bushels. 

Section 6. Barley production and the marketing movement. 

Localization of production. — ^As compared with wheat, com, 
and oats the barley croj) has always been small, 223,000,000 bushels 
being the record crop prior to 1915.'^ 

The two chief barley-produciQg sections of the United States are 
now the extreme West, especially Calif omia*; and the upper Mississippi 
Valley States — ^Minnesota, the Dakotas, and Wisconsm. In each of 
these sections a predominant commercial type is grown; and these 
types enter into a distinct trade. The market price depends in part 
on their suitability to the use to which they are put. The six-rowed 
Califomia feed or bav brewing barley is known as an export type, 
being preferred by Em-opean brewers. The brewers of the Central 
and Eastern States used chiefly the Manchuria and Oderbrucker 
varieties grown in the northern Great Plains. Pearled barley is pro- 
duced from a large-grained, two-rowed variety known as Chevalier. 
This type is grown under irrigation in Montaaia and in the delta lands 
of Califomia.^^ 

Of the 67,705,000 bushels shipped out of producing coimties in 
1919, California contributed 16,500,000 bushels and the States in the 
upper Mississippi Valley about 34,000,000 bushels. 

Consumption. — ^To-day feeding on the farm accoimts for more than 
half of the disappearance of the barley crop. There is a relatively 
small demand for barley malt by manuiacturers of malt preparations 
and extracts, nonintoxicating malt beverages, sirups, yeast, vinegar, 
and a few other products. 'Hie Tariff Commission has estimated that 
all of these processes combined do not as yet absorb more than one- 
third of the 56,000,000 bushels formerly used in fermented and 
distiQed liquors.^ The manufacture of pearl or pot barley, barley 
flour, and breakfast foods also takes up a small percentage of 

» Idem, p. 75. 

M During 1909-1913 theaverage production in Germany was 592,000,000 bushels and in France 310,000,000 
bushels, 
n The largest war crop, that of 1918, was 256,225,000 bushels. 

'3 Farmers' Bui. No. 968, U. S. Department of Agriculture; Tariff Information Series, No. 20, p. 111. 
" Tariff Information Series No. 20, p. 107. 
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the crop. During four of the war years barley exports ex- 
ceeded 20,000,000 bushek. A record was established in 1919 when 
about 38,000,000 bushels were exported. Exports during 1920 were 
about 18,000,000 bushels. MinneapoUs, Chicago, Milwaukee, and 
Duluth are the leading primary markets for barley. 

Section 6. Eye production and the marketing movement. 

Pboduction. — While rve constitutes in point of production the 
smallest of the five cereal crops considered in this report, it never- 
theless merits careful consideration because of the recent increases in 
production and important changes in its use as a food grain. The 
crop harvested in 1918 — 91,000,000 bushels — ^was more uian double 
that of the 1914 crop. The average production for the 5-year period 
1915-1919, however, was only 69,000,000 bushels,^* owmg to the 
short crops of 1916 and 1917. The final estimate of the 1920 crop 
was 69,318,000 bushels, being close to the average for the preceding 
five years. Wisconsin has been the leading rye State, with Minne- 
sota, Michigan, Pennsylvania, North Dakota, and New York follow- 
ing in order.** 

CoNSUBiPTioN — ^With the adoption of prohibition and the closing of 
distilleries, there has been a marked increase in the consumption of rjre 
by flour mills, as well as an unprecedented export movement of this 
cereal to Europe. Although the production is still relatively small, 
rye is of importance as a substitute for wheat in supplying the world's 
requirements for breadstuffs. The production of rye m increased 
quantities has been advocated in recent years for the reasons (1) 
that it is a hardier plant than wheat, and therefore involves fewer 
risks to the grower; (2) that it will give better yields and more food 
per acre than wheat; (3) that it will often proauce profitable crops 
on soils which are poorly adapted to wheat* and (4) that it can be 
sown in the fall and harvested before the wheat is ripe, thus saving 
and distributing farm labor. 

Among the primary markets MinneapoUs, Chicago, Milwaukee, and 
Duluth have snown the heaviest receipts of rye. About one-third of 
the receipts at Minneapolis has been consumed by the local mills. 
Milling consumption elsewhere in the produciog area has been much 
less concentrated. There is a general shipping movement eastward 
and southeastward, as in the case of spring wheat. 

Rye exports were generally smaller than those of any of the other 
four grains prior to tne adoption of prohibition. In 1919 (calendar 
year) rye exports jumped to about 33,000,000 bushels and in 1920 to 
57,000,000 bushels. 

Section 7. Summary as to the trading centers. 

The bulk of the wheat, com, oats, barley, and rye marketed in car- 
lots moves from country shipping stations to large primary markets 
which have grown up at centers convenient to the producing areas, 
viz, Minneapolis and Duluth in the spring-wheat region, Omaha and 
Kansas City on the Missouri River, St. Louis at the juncture of the 
Missouri and Mississippi, Chicago and Milwaukee on the lower ex- 
tremity of Lake Micmgan, Peoria and Indianapolis in the prairie 
region, and Louisville and Cincinnati on the Ohio River. 

M Price Current Grain Heporter Year Book, 1920, p. 24. 
» Vol. II, p. 37. 
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Certain secondary outlets have also developed, such as Detroit, 
Toledo, and Buffalo on Lake Erie and New York, Philadelphia, Bal- 
timore, Galveston, New Orleans, Portland, and Seattle on the sea- 
board. These secondary points in the scheme of distribution are 
generally more conspicuous for physical handling faciUties and as 
shipping points than as markets supporting active organized ex- 
changes or organized trading associations. Tme grain traffic through 
these markets, especially at the export points, is influenced largdy 
by transportation conditions and facilities for transshipment from 
rail to water carriers, rather than by the attractive force of open- 
market trading. An exporter located at one port may find tonnage 
for a particular shipment at other points on tne seaboard, and often 
the tonnage factor determines the route to be followed. Transship- 
ment may be arranged through the employment of brokers at tne 
point of loading. 

The primary markets — ^many of them more than 1,000 miles from 
the seaboard — constitute the most important centers of trading. 
Highly organized exchanges have been conducted in the primary 
markets for many yeareTmcluding in their membership commission 
merchants, elevator companies, shippers, buyers for millmg and 
converting companies, as well as various traders and brokers m the 
futures, business. 

It should be noted that there are numerous interior markets in 
addition to those enumerated which handle grain in car lots. Among 
these mention should be made especially of Des Moines, Sioux City, 
St. Joseph, Wichita, Oklahoma City, Fort Worth, Cairo, and Memphis. 



Chapter II. 
RECEIVING AND PURCHASING FROM COUNTRY POINTS. 

Section 1. Comparison of methods. 

The business of buying and shipping grain in producing areas was 
described in detail in Volume I of the report. It was shown there (p. 
144) that there are two distinct methods of sale to terminal market 
buyers, (1) bv shipment on consignment to a commission house to be 
disposed of for a commission upon its sale^ and (2) by direct sale 
^'on-track'' at the country station or *Ho-arrive'' at a terminal 
destination. By the first method the shipper employs a commis- 
sion man as agent to dispose of his grain at point of destination, 
the commission man usually accepting a sight draft against the 
bill of lading. By the second method — ^which includes several possi- 
ble variations in the terms of contract — the grain is sold pnor to 
delivery and is shipped directly to a buyer (or to his order). By 
whatever method tne grain is sold — whether consigned or sold 
direct — ^it is usually shipped on order bills of lading, so that bank 
loans may be negotiated to finance the commodity throughout its 
progress; and payment* is usually by seller's sight draft on the con- 
signee, with bill of lading attached, although arrival drafts are some- 
times used. 

Sales on consignment usually apply to grain placed ''on-track" at 
the termmal, officially inspected^ and graded, and in position for 
immediate delivery. • 

A direct purchase, as the term is used here, relates to grain bought 
prior to arrival at the terminal or other destination. Direct purchases 
may be on the basis of delivery at destination or may be f. o. b. 
shipping station. That is, there is a commercial distmction as to 
whether the commodity is bought f .^o. b. country station, subject to 
billing instructions, or bought on the basis of delivery at a designated 
terminal or other point. The former is known to the trade as a 
purchase ^'on-track'' and the latter as a pm*chase 'Ho-arrive." 

Commission merchants often handle sales *'to-arrive'' for their 
customers, and, by agreement, it may be left to the discretion of the 
commission merchant to determine whether a shipment is to be sold 
as a consignment or applied upon a contract for grain "to-arrive." 
The commission merchant usually takes title to grain applied on a 
"to-arrive" contract and thereby becomes technically a dealer, al- 
though the distinction often does not appear in his accounts. 

The terms ''on-track" and 'Ho-arrive" are applied especially to 
the business of buying directly from country shippers, although the 
same distmction m contract terms appears in the gram-shipping 
business generally. Grain originating from country points has not 
usually been officially inspected and weighed, and such transactions 
are usually contingent upon terminal market grades and weights. 

1 Allowing a customary margin for the protection of tbe consignee. 

39 
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It should be noted that dh^ect purchases are usually on a grade 
basis and that the volume of this class of purchases is larger for com 
and oats than for wheat, rye, or barley. For example, corn and oats 
are very frequently accumulated in this way at Chicago. The vol- 
imie of direct buying at Minneapolis, which is the largest of the wheat, 
rye, and barley markets, is relatively small. The explanation of 
these variations may be foimd in Volume I, Chapter vT, sections 
15-17. 

Several of the larger primary market exchanges ^ make some effort 
to maintain separate *' to-arrive'' markets, i. e., trading spaces, black- 
boards, and quotation services for the convenience of traders bidding 
direct to country shippers; and trading rules applicable to this specific 
business have been aaopted by the larger excnanges — especially by 
those which have a so-called uniform commission rule.^ In the 
absence of such regulations the practice of buying direct from the 
country may enable dealers to avoid the payment of commissions in 
whole or in part. 

The sections which follow will set forth the methods employed in 
handling consignments and in buying "on-track" and ^^to-amve'* from 
country shippers. 

Section 2. Nature of the consignment business. 

Introductory.— The consignment busmess as carried on by com- 
mission merchants, or receivers, holds a prominent place in the cash 
trading of all the larger primarv grain markets. In the older primary 
markets, such as Chicago, Milwaukee, Kansas City, and St. Louis, 
this class of business has been carried on with varying activity over a 
long period;* and it has been especially important in Minneapolis and 
Duluth. (Appendix Table 2 and note 2.) After the railway net 
was extended into producing territories commission houses were 
organized in the terminal markets to represent country shippers 
and other dealers. Their direct competitors were the line eleva- 
tor companies which were organized along the railroads, especially 
in the territory tributary to Chicago, Minneapolis, and Omaha. 
The consignment business has been especially well supported in 
consumptive markets, such as Id^inneapoiis, where there is continu- 
ous demand for premium grain, particularly wheat, and conse- 
quently a preference for buymg on sample. In o system of gradii^ 
grain can take full cognizance of the milling qualities of wheat. It 

s Chicago Board of Trade, Minneapolis Chamber of Commerce, Eansas City Board of Trade, and other 
exchanges to a varying extents 

s See Vol. II, Chap. V. A recent circular issued by the to-aiTive grain committee of the Chicago Board 
of Trade is quite in point : 

" Quite recently the attention of the to-arrive grain committee has been directed to bids that have been 
made on grain 'to-arrive' net track at stations, in which bids the item of tax on freight charges to Chicago 
has not been considered. It was explained that this tax on freight would be charged as an item of expense 
on the account purchase. The to-arrive grain committee directs your attention to the fact that in ord^ to 
conform to the rule in making bids on grain net track stations that in addition to the regular commission 
^d freight charges the item of tax on freight must also be deducted in figuring net prioe.'' (The Price 
Current-Grain Reporter, Mar. 16, 1921, p. 24.) 

* See statement of facts in Bailey v. Bensley, 87 HI. 656 (1877): "The appellees, Bensley & Wagner, ww© 
commission merchants, doing business in Chicago, and appellant, Samuel Bailey, jr., a grain buyer at 
Baileyville, 111. On the trial it appeared that appellant commended consigning grain and produce to the 
appellee, for sale on commission, in the year 1868, and continued so to do until the iaM of the year 1873. 
Appellant was in the habit o f making drafts upon appellees at the time of each consignment , for about 10 
per cent less thani ts market value, •wmch drafts appellees paid— portions of the grain appellant ordered to 
be held until he directed i t to be sold. Accounts o f sale, wnen made, were rendered by appellees to appel- 
lant, as also monthly accounts current, giving items of debit and credit, down to Deo. 1, 1873. 

"The grain was sent by rail, and upon reaching Chicago was stored in public warehouses, and appellees 
received from the warehousemen, as it arrived, receipts entitling the holder to the same quantity of grain, 
of similar kind and grade upon return of the receipts." 
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sales are made on consignment, the transaction is most often on a 
sample basis. The buyer then has the opportimitjr of examining the 
grain, and because of certain qualities may be willmg to pay a higher 
price than he would pay if the grain was sold direct on a grade basis 
without examination of the sample. While direct sales are some- 
times on a sample basis, as a rule consignment and sample selling 
tend to go together and direct and grade sales (sec. 8). 

Grain is occasionally shipped by the growers themselves, in 
which case a country elevator operator may be paid a customary 
rate — say 2 cents a bushel — ^for loading the car. (Vol. I, Chap. VII, 
sees. 2-3.) However, the bulk of the shipments in aU areas are 
from local or line elevator companies who have purchased the grain 
from the growers. 

Functions of the commission merchant. — ^The commission mer- 
chant may be defined ^ as one who acts as a selling agent for a shipper 
and who does not take title to the grain shipped, although he fre- 
quently seciu'es a direct hen through advances made against the com-, 
modity. In practice many firms are organized to buy and sell grain 
as well as to operate on a commission basis, advertising themselves as 
^'gram dealers'' or ^'receivers and shippers,'' so that it is often difficult 
to distinguish clearly the group of commission merchants in a given 
market.® 

On the larger exchanges the nmnber of firms operating on an exclu- 
sively cash commission basis, i. e., not operating at the same time as 
dealers, is very small; and in Kansas City, Chicago, Milwaukee, 
Minneapolis, and Duluth is almost negligible. In the St. Louis Mer- 
chants' Exchange there were 40 membersnips and in the Omaha Grain 
Exchange 22 memberships held in 1918 by individuals engaged 
exclusively in the consignment business, comprising 10 per cent and 
16 per cent of the total resident memberships of the respective asso- 
ciations. (Appendix Table 1.) 

As incidental to the receiving business a commission merchant may, 
and frequently does, undertake numerous functions relative to market- 
ing the grain for the country shipper, viz: 

(a) To finance the operations oi coimtry elevator companies; 

(b) To buy and sell futures for customers; 

(c) To supervise the daily operations and accoimts of coimtry 
elevators through periodic reports and even procure managers for 
elevator companies (although these services are performed chiefly by 
houses advancing credit to the local elevators) ; 

(d) To supply country shippers with market information ; 

(e) To assist in the procurement of cars for shipping grain; 

(f) To protect the mterests of the consignor m the inspection, 
weighing, and grading of consigned grain, and call for reinspection 
when desired; 

(g) To arrange for cleaning and conditioning grain iq terminal 
elevators whenever desirable. 

ft See definitions. Vol. II, Appendix. 

• Dealers bidding for grain to arrive will offer to ''handle your consignments." This is especially true 
of smaller markets where there is a tendency to refer to a commission house as any firm which at any time 
perftxrms services for commission. For example, a grain company of Indianapohs, in addition to receiving 
coiudgnments, buys grain to-arrive, acts as a oroker to a small extent, and snips to eastern points. Some 
firms state that they send out bids for grain to-arrive only after receiving offers from some other concern, 
and so "handle to-arrive grain also on a commission basis." Likewise, they do little shipping except on 
order and so ''handle it for commission.'' They purdiase no grain to hold for future sale and therefore 
consider themselves as strictly commission houses. But such a definition of the commission business is 
too inolustve to be usable. 
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From an examination of the practice in the Northwest, it appears 
that commission. houses frequently receive samples of the grain pur- 
chased by or available to their customers (i. e., consignors) and secure 
the official grade and dockage thereon. The country shipper is then 
advised of the grade dockage and the market value of each sample. 
The commission house may also advise the shipper of the current 
prices for certain varieties and grades of wheat, aad in turn send 
type samples to the shipper in connection with this advice. This 
interchange of physical samples and of market information is designed 
to *'keep the country shippers in line" with values in the terminal 
market. 

It is stated bv several commission men that high-grade service can 
not be renderea to consignors when merchandising is combined with 
the consignment business. They insist that if the commission mer- 
chant is oflFering for sale two samples of grain on his table, the one 
consigned by a coxmtry shipper ana the other bought outright by him- 
self, he will very natm-ally be more solicitous to sell his own property. 
Furthermore, it is said that ^' if you buy and sell and scalp on the side 
something will be neglected, and shippers will prefer to send their 
grain to the men who give all their time and attention to gettuig best 
prices for consignments.'* (Chap. XI.) Yet in probabfy the great 
majority of instances the consignment business has been carried on 
by kmi which also merchandist^in. 

Section 3. Operating methods of commission men. 

Shipping arrangements. — In trade terminology consignors are 
frecjuently classified as (1) open-account shippers and (2) bUl-of- 
ladmg (or closed-account) shippers. This is especially true of the 
Northwest, where consignments are far more frequent than direct 
sales. The open-account shipper is extended credit by the commis- 
sion house and his account is not closed for each transaction. The 
bill-of-lading shipper draws upon his commission house by sight 
draft attached to the bill of lading for an agreed percentage of the 
value of the shipment, the balance being adjusted for each transaction. 

Usually, in the case of open accounte, credit has been extended to 
the country shipper prior to the shipment of grain, so that the specific 
consignments received are credited against a debit balance. 

Shippers on the bill-of-lading basis are usually allowed to draw 
from 80 to 90 per cent of the value of the car,' according to the 
credit staadmg of the consignor and market conditions. It is 
necessary to leave a margin to cover the terminal costs, commission, 
differences in grades and weights, and price fluctuations. Shippers 
who habitually attempt to overdraw are discredited and likely to 
have their drafts refused. 

Notice of shipment. — ^The shipper usually, although not always, 
notifies the commission house of a shipment. Form 1 below shows 
the form of notice distributed to customers by a Minneapolis concern. 

' A few concerns, even in the declining market of 1920-21, authorized shippers to draw upon them up to 
95 per cent of the value; but in most instances a wider margin was required. 
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PonB I.— CAR SHIFMKNT 

CAR 8H1FUENT REPORT. 

No 

ClBOOL ComoBsioit Co. 

f Mlnimpdls, Minn. 

^Dnhitli, Ubu. 

aVITLEHEN: 

Ws an shipping f on tKMlaf tnon bdlcdta 

Car No. Inltbl, coDtalnlng bushals 

of No. whlchpleiso— seDonKiival— aBUtottrriTe- 
Bpplyonsalsol. '...'. 

We luve drawn draft CO yon, with bill of ladliiE kUached, [or S. .. . 

TblscaiirBsloadedtoadapthar tncbce, and tasted 



Bhould grade d( 
dock^e. 
Car seals— dda docra So. .. 

Yours tnJy, 



[Read InitnictlanB on othsr Eidn.) 

[Form 1. — Rerenie aido.| 
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the tester from height of at least 18 ladies, so as to nve the approjdniBle draislt; ol car « 

EvecT car oontBlnlnE a mlxtim of any Und, whether IntenlJonal or ansa] by acddont, ebootd always 



OneotttMMteportsBhoidd be madeont IcseretycarsUpped byyoa.iriiatluiwcl^Mdariiot, and 
tbB"ailgiiial">nalIedtoii3attbBearliastpi]Sglblemomgnt. Tb«d*pUi,lnliiaiMs,alidtliet«stper builMl 
in the dlitgSliouM always be given. aM repeated down aa close as Ipoond on the test or t'™!)) on ttw depth, 
Tha iTtngBt oare should be taken that Ode InfonDaUoD be glTen as aoourately as iMssiUa, " »• »■"- 
intheoorrectnesaofyourBgurea. InantvinK>ttli*t(stlathedlr(,cr»insDOUldbe<l 
'-nn height of at lo~* •^— •- -^^- "■ * -" — '— - ' 

be fully expMnedTsolhat wfl may kncnv Just oxactly how the car should be handled upon Its 
. terminal. 

In advising U3 TOUT Idea of what scar should gradaand dock, give as your very best Judament, as this 
Information, H given correctly, enables ua always tn act Intriligently in all casie, and will undoubtedly 
often save you useless eipense. Id Birlvlng at your dockage, get a gwid average sample trf the car and lift 
larefully. 

Every oai 

To avoid . 
whether cat 



r weidied should show the wel^t by drafts. 
payuiK eieess freight, every rtflroad receipt o( 
tlsloaded togralnuneDrnot. 



A printed post-card form ia used by some firms for the notice of 
shipment. BrBoaentlv, however, the first notice received by the 
consi^ee is the bill oi lading with flraf t attached forwarded through 
banking channels. In some instances cara arrive without specific 
notification other than the railroad manifest and subsequent delivery 
of the inspected sample. 

iNSFBonoN AND SAMPLING. — ^Each caT of grwn is sampled by the 
ofiicial inspection department prior to arrival at the terminal market, 
or immediately thereafter. (See Vol. II, Chap. VI.) At Minneapolis 
and Duluth the initial sampling frequently takes place outside the 
city bmits — sometimes at points several hundred miles distant — to 
avoid congestion in the rulroad yards. In Minneapolis a separate 
sample is iisually obtained from a private sampling company as an 
independent check upon the official inspection department.^ These 
sampling companies are subject to exchange regulation and control. 
(See Vol. II, Oiap. VI, sec. 6.) 

The grade as determined by the commission house from the sam- 
pling companies' samples is noted on a card, which is used to identify 
the sample as placed in a sample pan on the firm's table (on the trao- 

■Sae also Vol. II, p. 309. Host of the grain firms at HlmuapoUs are equipped with appuatus fcr 
det«ndnlng the grade and dockage of a car of grain, and aoou of thsm imiTrfjin pilvate testing uboratCdH 
wUcb pass npon all the grain which they handle. 
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ing floor). When the commission man has obtained from the inspec- 
tion department the Ust showing the official grades of the cars con- 
signed to him, he compares the grades given with those assigned to 
the samples which have been received from the sampling company; 
and if tne official grade is lower than his own, reinspection m^ be 
requested.* From the official list new tickets showing the official 
grades are also prepared and are placed in the sample pans. 

Where possible tne approval of the shipper is obtained before rein- 
spection or appeal is called for.* However, an eflFort is made to 
expedite the process of inspecting and preparing the grain for sale in 
order not to mcur demmrage, which is chargeable to the shipper. 

A car of grain may be received in bad condition, as for example, 
when com becomes neated in transit. The grain may be dirty, or 
contain excessive weed seeds and chaff, so tnat the shipper in the 
judgment of the commission man would receive a better price if the 
grain were treated or cleaned. In such a case the shipper is usually 
notified and asked for instructions. If the shipper agrees to have 
the car conditioned it is sent to an elevator for that purpose. Unless 
grain is very dirty or badly out of- condition, it may not pay to have 
a consignment of grain cleaned or conditioned, since the cost of the 
process, together with switching charges, may be greater than the 
mcrease in price which might be obtained. 

Selling the grain. — ^The chief function of a commission merchant 
is to represent the country shipper as a seUing agent in the terminal 
market. The grain is offered for sale usually on the basis of samples 
which are exhibited on the sample tables in the exchange hall, where 
such exists. The salesman may wait for the buyers to come to his 
table, or he may peddle the sample around the floor. If, as fre- 
quently happens, the salesman knows that grain similar in qualitj 
is in demand by a certain buyer, or group of buyers, he will solicit 
their bids. Thus a salesman may, at the openmg of the market, 
decide that conditions warrant his forcing the buyers to come to him, 
and he accordingly does not go about the floor seeking buyers; 
whereas several hours after the opening an entirely new aspect of 
the market may cause him to circulate around the floor offering his 
grain, endeavormg to secure as high a price as possible, but being 
forced, frequently, to accept an oner which is much lower than his 
early ideas of values. Similarly, buyers do not foUow any usual 
practice but govern their actions upon the special conditions of the 
moment, holmng off or bidding freely as the circmnstances warrant. 

When seller and buyer agree and the sale is made each makes a 
notation on a trading card.^* 

The following description was made from a first-hand observation 
of operations at a commission merchant's table on the Chicago Board 
of Trade: 

Mr. C. seemed to be one of the best com sellers on the floor. A great many of the 
other sellers came to him throughout the session and asked him his opinion as to prices 
on various grades. 

* Sometimes a car is sold before official inspection has been obtained. Reinspection of a car of grain by 
a supervisiiig inspector mav usually be obtamed within a specified time after the original inqiectioQ upon 
deposit of a sum sufficient to cover reinspectlon fees. 

*• These cards are usually printed on both sides, one side being for sales, the other for purchases, the side 
used deqpendiog, of course, upon which end of the tranaanticm toe individual ia taking. 
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Whenever a new sample of com came to hie table, Mr. C. examined it carefully, 
trying to fix a figure in his mind which would be a fair selling price. As the market 
first opened, buyers appeared on the floor and began to walk from one table to another 
looking at various samples of corn displayed. Until 10 o'clock, there was practically 
no bidding by any buyer. The first sale of com was made by Mr. C. at 10.15. This 
was a car of sample grade white com, 35 per cent damaged. The best bid that had 
been received up until 10 was $1.25. At 10.15, a C. P. Co. buyet bid $1.35, and the 
sale was made at that price. 

Mr. M. (another salesman) was selling his oats at the same table. Five cars of 
Standard oats were sold at 71 j4;. The grain was sold at the future price, that is, at 
the exact time the sale was consummated; the future price as shown on the black- 
board was 71 J<|5. 

Both men turned and looked at the blackboard to see the price. It shoiild be noted 
that the price fixed was the blackboard price and not the exact price which was then 
in the pit. (The blackboard futures quotations are usually one to five minutes behind 
the actual prices in the pit.) At the same time, 10 cars of No. 3 white oats were sold 
at 14j under the future, which made the price 70J<^. Mr. M. felt that it is iJways best 
to sell his oats at the prevailing market price. Another car of fancy Standard oats 
was sold to a shipper of fancy oats at 71}e, — one-eighth above the future. One car 
of No. 3 white oats was sold to a terminal elevator buyer at 10 under September. All 
of the oats were sold at prices based on the future, and in these cases the cash price 
depended absolutely on the prevailing future price. All of Mr. M.'s oats were sold 
before 10 o'clock. 

After 10.15 the buyers began to bid for grain. Mr. 0. had two care of yellow com, 
one No. 3 and the other No. 4. He placed the prices at $1.70 for the No. 3 and $1.66 
for the No. 4. His best bid was b^ under these prices, and was made by a chicken- 
feed man. Mr. C. refused to sell, and told me he was waiting for another buyer in 
the hope of selling to him at a higher price. Another chicken-feed man bid $1.45 
for a car of very good sample grade yellow, but Mr. C. held the car at $1.50. At 10.50 
the sellers became more eager, and b^gaji carrying their samples of com up and down 
the floor and crying their offers. However, no stated prices were made, and they 
seemed to use this method to get buyers interested. Another car of sample grade 
yellow com, 20 per cent damaged, received a bid of $1.45, Milwaukee weights. The 
sale was not made, however, since Mr. C. wanted to see G.*s buyer, operating for a 
starch company. At 11.05 another buyer, Mr. S., came up to the table and looked 
at samples. He wanted No. 5 white, but looked at all the samples displayed, and 
bid $1.68 for No. 4 yellow; $1.45 for the sample grade, and $1.52 for No. 6 white. 
These cars were all sold at these prices to Mr. S. Mr. C. had a car of No. 3 yellow 
which he tried to sell, but no buyer appeared, so he started to hawk it around the 
floor. From this time the buying appeared to subside and the sellers were more 
and more eager. The No. 3 yellow com was then offered to B., who carried away 
the sample to look at it, but brought it back, saying that it was too damaged for his 
use. The car was then offered to a stock-yard broker, but he also turned it down. 
At 11.20, one car of No. 6 white was sold at $1.53, and one car of No. 6 yellow for $1.46. 
T. & B. had bid $1.45 for both of these cars. The sample grade yellow, 20 per cent 
damaged, was offered to G. who bid $1.40. The C. Co. bid $1.37, and later M. & R. 
bid $i.40. It is the custom that if two bids of the same price are received, it is sold 
to the first bidder. In this case, however, it was sold to M. & R. because of the fav- 
orable billing. G.*s purchases are for local consumption while M. & R. are shippers. 
As a result, the proportion of billing in favor of M. & R.'s bid was IJ^ a hunored, 
which amounted to a little more than }<^ a bushel, so that in reality, M. & R.*s bid 
was worth l^ more than G.'s. Early in the session the M. & R. man refused to buy 
any com at all, but about 10.30, he became active and bid for a good deal of com. 
At 11.32 two cars of sample yellow were sold to M. & R. at $1.35 and $1.40. T. & B. 
had bid $1.38 for the better car. For these two cars, G. had again bid the same price 
aa M. & R., but again they were sold to the latter because oi the favorable billing. 
The car of No. 3 yellow com was finally sold to T. & B. at 11.50. The best bid that 
had been previously made was by A. I)., who bid $1.65, but withdrew his bid and 
then bid $1.63. The market by this time appeared rather weak, so that C. was glad 
to accept $1.65. About this time he felt that the market was weakening and resetted 
the fact that he had not pushed his sales earlier in the session. During all this time 
many of the buyers and sellers were coming to C.and asking his opinion of the market 
and what prices should prevail. Throughout the session he did not even notice 
the price oi futures. I asked him what he thought the future price was, at 11.30, and 
he stated that probably it was about $1.59. ThS actual price at that time was $1.57. 

At 11.37 he offered K. a car of No. 4 yellow, but could not get any bid. The car was 
also offered to M. & R., and was finally sold to A. D. for $1.58, One car of No. 6 yellow 
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was offered at $1.50 to K., who refused to take it, and did not even make a bid. T. B. 
bid $1.46. The car was sold for $1.50 to H. A E. One car Bample erade yellow, 25 
per cent damaged, was offered M. & R. at $1.38. The G. Co. bid $1.35; G. bid $1.40; 
T. AB. bid$1.38. The carwas finally sold to M. & R.for$1.40. The reason for selling 
M. & R. rather than G. was again because of the favorable billing. One car sample 
grade white, 35 per cent damaged, was offered M. A R., who bid $1.35. G. Go. bid 
$1.30. It was sold to M. A R. for $1.35. At 12 M. k R. buyer asked Mr. G. his idea 
on the right price for No. 4 yellow. Mr. G. quoted him $1.00. This was after all his 
com had be^ sold. D. Bro8.'8 seller came to G. to ask his idea of prices. J. Broe.'s 
representative wanted to find a buyer, so G. sent him to H. db £. because H. & E. had 
bought No. 6 yellow from him previously at $1.50. For one car sample grade yellow, 
22 per cent damaged, G. Qo. bid $1.35- T. St B. bid $1.35; M. & R. bid $1.33. Since 
the G. Go. was the first to bid $1.35, the car was sold to them. About 12.15 all the 
sellers seemed to be more eager and began pushing sales. The buyers held off, how- 
ever, and prices seemed to sag. At 12.20 one car of No. 6 white was sold by G. to 
G. Qo. ioT $1.45. One car No. 3 yellow, A. Go. bid $1.60. S. refused to bid. T. & B. 
bid $1.65, N. & Go. $1.65, and A. D. $1.60. The car was sold to A. at 12.50 for $1.66. 

A car of No. 4 yellow G. priced at $1.65. T. 4 B. bid $1.58. The car was finally 
sold to R. Bros, at $1.60. 

The future market for the same day was as follows: 





August. 


September. 


October. 


Open 


11.58 
1.58 
1.56| 
1.56} 


1.60-1.501 
1.60^ 
1.56 

L56i-1.56l 


1.62-1.6U 


H&i 


1.62 


Low 


1.57* 


Close 


1.58i-1.58l 







From these quotations, it will be seen that the first trade was the highest for to-day, 
and that the market gradually sagged, with a slight recovery at the end. The same 
trend was typical of the cash business. Gash grain on an average was selling about 
five cents lower at the close than at the opening. 

As shown above, the cash price is sometimes quoted at a certain 
premium oyer or discount under the prevailing future. A close 
observation of trading in cash oats at MinneapoUs indicated that 
many bids and oflFers were made after reference to the illuminated 
clock, which is used to register prices of the ruling oats futures as 
made in the oats pit. The following is an illustration of an actual 
sale: 

9 

Mr. S. had a pan sample from a car of oats on his sample table and stood facingthe 
price clock. As a buyer came along he offered the car at **2i cents over." This 
was refused. Another buyer came along and to him he offered the car at *'2 cents 
over." The buyer weighed the oats in his hands, asked the test weight per bushel; 
was told "36 or 37 pounds** and offered *' IJ cents over," after turning around to look 
at the clock. The clock registered at that time 67f , thus Tnn,lring the offer 68|. Mr. 
S. asked whether the buyer would not make it 69 (1| cents over), and the bargain 
was closed on that basis. 

At times the cash price is based strictly on the future. For 
example, a trader at MinneapoUs had a car of rye to sell. A buyer 
was found who wanted the car, but neither buyer nor seller was will- 
ing to close the trade without reference to the futures market, and 
as the rye futures market was inactive on that day. no pit trades 
had been recorded up to that time. The sale was tneremre made 
'^at the market'' (future), the price to be filled in on the trading 
cards at the figure shown for the first pit trade. 

Records of sale. — ^When the seller accepts an oflFer the sale is 
made. On the trading card (sales side) he notes the buyer, the car 
number, grain, price, and terms of deUvery. A part of the sample of 
grain is given to the buyer, who keeps it for comparison with a 
sample from the car which he secures after buying. The buyer also 
makes a memorandum of the sale on his own (purchase) card. At 
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freauent intervals during the day buyer's and seller's cards are sent 
to tneir respective offices and confirmations are exchanged. Another 
confirmation is sent by the seller to the shipper. From the seller's 
card a disposition order is made up, fumishmg instructions to the 
railroad office to deliver the car in accordance with the buyer's in- 
structions; This is usually issued in tripUcate, two copies going to 
the railroad agent (who mav be a joint agent for several fines) . After 
the disposition order is indorsed and returned by the railroad agent 
it is also indorsed by the commission house and sent to the purchaser. 
A request is also made of the inspection department for certificates 
of inspection. 

Hedging. — ^If the grain has been hedged by the shipper," as is a 
frequent practice in the Northwest, the commission house usually im- 
dertakes to close out the hedge on the oar of grain which it has sold. 
In the case of line elevators the hedging is attended to by the head 
offices. The individual country elevator, however, instructs its com- 
mission house as to the hedging or closing of hedges. Tte original 
shipment notice sometimes includes instructions to buy in ''the 
futiu'e" upon the sale of the cash grain. 

As a result of long-established relations between coimtry shippers: 
and a terminal commission merchant hedges are often taken out and 
closed without specific instructions, particularly in the Northwest." 

The closing out of a hedge is attended to by the pit operator," who 
enters the pit and makes tne necessary trade, in this instance a pur- 
chase of the futtire in which the grain is hedged. Upon making the 
purchase he notes the details upon the buying side of a card some- 
what similar to the cash trading card. The s9ler of the future also 
makes note of the transaction on a similar card, using, of course, the 
reverse side. These cards go to the respective offices of the buyer 
and seller. From the seller's card the office force prepares a con- 
firmation of sale, which goes to the buyer. From the Duyer's card 
is prepared (1) a confirmation of purchase, which goes to the seller; 
(2) a confirmation which goes to the coimtry shipper." This trans- 
action being closed, the commission firm prepares an account of 
purchase and sale, which is sent to the country customer. 

Delivery and acceptance. — ^The next step of the commission 
house is to secure an official weight certificate " upon which to base 
its invoice. The car is moved to destination and the purchaser pro- 
cures a sample from the car to check against the grade and sample on 
which the sale was made. In case the car now proves to be not up to 
sample an appeal for reinspection may be ffied,^' or if buyer and seller 
can not agree the matter may be set^ed by a board of arbitration or 
a similar committee. Under lifinneapohs practice the purchaser may 
reject the grain even after it has reached the hopper in the elevator. 
In most cases, however, grain is not rejected aiter confirmation of 
purchase except for some serious discrepancy. The costs of reinspec- 
tion, appeals, or arbitration must be met by the party found to be 
in error, whether buyer or seller, as the case may be. 

" See Vol. I, Chap. IX. 

u In the northwest grain States many conunisslon finuB Te(|uire oountrv elevators to hedee as a condi- 
tion precedent to extending them funds. In such instances it is probabte that much of the hedging is 
done by the commission house without specific instructions. 

u Mo0t commission firms in the Northwest, and a few line companies, employ pit operators. 

14 Except in the case of line companies. 

usee vol. II, p. 320. 

u See V*l. II, p. 255. The rules for acceptance or rejection of grain tendered on cash contracts vary, in 
detaU* as between the different exchanges. . 
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The ^rade being accepted, the grain is weighed by an elevator em- 
plojree in the presence of an official from the wei^hmaster's office and 
certificates of weight are procured from the weighmaster as soon as 
possible. In case there is a marked difference between shipper's 
weights and those of the terminal market the commission mercnant 
is expected to prefer a claim for shortage against the railroad com- 
pany. In case unloading is to take place at a point having no repre- 
sentative of the official weighmaster of the market where sold, such 
as a coimtry mill or an eastern market, the grain may be transferred 
through an elevator solely to procure a weignt certificate." In cases 
where the buyer is known to pe reUable, either railroad or unloading 
weights may be used as a basis for payment. 

'[feB INVOICE. — On the basis of the official weight certificate an 
invoice setting forth the details of the transaction is sent to the pur- 
chaser. Frequently (as in Minneapolis) the commission house draws 
upon the purchaser for 90 per cent of the proceeds immediately upon 
receipt of the weight certincate. Certain Chici^o firms draw on the 
purchaser up to 80 per cent even before final weights are obtained. 
This varies in accordance with exchange rules and the credit relations 
existing between the parties to the contract.^" 

The account sales. — ^After the purchaser has completed pay- 
ment on the sale the commission firm is in position to render an 
account sales to the shipper. Freight, switchings inspection^ weigh- 
ing, and other terminal cnarges ^^ as well as the established commis- 
sion charge are deducted from the proceeds of the sale. Some of the 
larger houses employ traffic experts to check up freight charges and 
make adjustments with the railroad company. Form 2 following is 
a copy of the account sales form used by a large commission house : 

Fonn 2.— ACCOUNT SALES. 

ACCOUNT BALES BY CARGILL COMMISSION CO., BflNNEAPOLIS, MINN. 

Fmoooawntof.^ No 



Grain. 



Date of 
sale. 



Station. 



Car No. 



Weight. 



Insp. 



OroM 
buah. 



Dock. 



Freight.. 

Demurrage 

Switching 

Inspection 

Weighing 

Rex and appeal. 



Minneapolis, 191. 

CAfion^L Commission Co. 
Per 



Commission. 
Interest 



Net proceeds. 
Advance 



Balance. 



Net bush. 



Price. 



Amount. 



17 The charge for such "direct transfer" at Kansas City, effective Sept. 5, 1918, was one-half cent per 
bushel, the elevator to insure against fire loss. 

u The following is an extract from the rules of the Kansas City Board of Trade: 

'< Title to grain sold on track in carload lots fiftiall remain in the seller until payment has been made there- 
for. Provided, however, that on grain ordered to elevators, mills, or warehouses on which the purchaser 
has paid 75 per cent of the contract price, the seller shall, u]^n receipt of sedd amount, immediateiv indorse 
the same as a payment upon any document showing title in some other person, and upon his failure so to 
do the title to said grain shall be deemed to have passed to the purchaser at the timesaid payment is made.'.! 

w See Vol. U, pp. 208-282, for termiaalcharfffis as of Dec. 1, 1010. 
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This form is fairly typical of the account sales statement used by com- 
mission merchants generally. The items listed as possible cnar^es 
against the gross proceeds mdicate some of the services customarily 
performed by the commission merchant. It is to the latter's interest 
to keep such charges as demurrage, switching, reinspection, and 
appeal as low as possible and to prosecute claims for shortage, dam- 
age, leakage, etc., where necessary. However, under the commission 
rules of the larger exchanges^ the commission man must make the 
charges precisely as they are incurred. Interest is generally charged 
the snipper from the date a draft is accepted to the date of account 
sales. 

All supporting documents, such as duplicates of the inspection and 
weight certificates, the freight bill, and' a check for net proceeds are 
attached to the account sales and forwarded to the shipper. In case 
the commission house books show a debit balance against the shipper 
the net proceeds of each sale are usually credited Uy his accoimt. 

There are incidental variations as between markets. Certain 
Chicago firms reported, for example, that they were unable to pay 
the freight before making upthe account sales so that this had to be 
adjusted at a later time. The St. Louis Merchants' Exchange has 
ruled that where a duplicate inspection occurs (i. e., by Missouri and 
Illinois departments) tne second inspection shall be paid by the buyer. 

A most effective recapitulation of each transaction is kept by the 
Cargill Commission Co., of Minneapolis, as shown in Form 3 following. 
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CSoMMissiON OHABOEs. — ^As pointed out in Volume II (Chap. V, 
sec. 10), the commission charges have been reduced to a umform 
schedule of rates in each terminal market, frequently on a percentage 
basis, with maximum and minimum limits in cents per bushel, it 
should be noted that for wheat the Chicago commission rate for 
nonmembers was 1 per cent with a minimum of 1 cent per bushel 
in 1918; whereas Minneapolis and Duluth had flat minimnm rates 
of 1^- cents per bushel for the same service (sfee Vol. II, Table 68). 
On wheat selling at $2 the Minneapolis rate would net $15 on a 
1,000-bushel car as compared with a retimi of $20 on the 1 per cent 
rate at Chicago. With wheat at $1, the Chicago rate would net $10 
and the Minneapolis rate $15. 

. It is an open question whether the percentage basis materially 
affects competition or the flow of shipments as compared with the 
other method. 

Section 4. Employment of solicitors. 

A lar^e item of expense incurred in the cash commission business, 
especially in the Nortnwest territory, is for the employment of solici- 
tors. A majority of the commission houses in liunneapolis employ 
from 2 to 4, and a few firms have maintained as many as 6 solicitors 
at salaries ranging from $200 to $350 or more per month. One firm 
reported to the Gommission that it had at one time 10 men build- 
ing up its business in the country (infra). 

As pointed out in Volume II,** the employment of solicitors and 
their methods of procuring business are closely supervised by the 
exch&nges in the larger primary markets, especially with reference 
to the enforcement of the so-called uniform commission rules. 
At some of the primary-markets commission houses are forbidden to 
employ solicitors on a Drokerage basis, regular salaries being required' 
(Vol. II, Chap. V, sec. 11). 

Functions of the soucitob.'^ — ^The commission-house solicitor 
endeavors to secure regular business from country elevators and 
may also solicit the consignment of individual cars loaded by farmers 
in cases where the local elevators are not the solicitor's regular cus- 
tomers. He is usually selected because of an intimate knowledge of 
the country grain busmess and the operating problems of local leva- 
tors. Frequently he has been manager of a country elevator himself. 
A knowledge of bookkeeping is often necessary, since his duties may 
include the auditing of the accoimts of shippers to whom the com- 
mission house has advanced fimds. The solicitor must understand 
grades and dockage and country prices, and be able to assist the 
country elevator buyer in rush seasons. Such attainments as the ability 
to handle a stubborn gas engine, a knowledge of carpentry, and infor- 
mation of the rights of shippers in securing cars, aid hiTn in obtain- 
ing the good wifl of the local manager. 

Financing on open account plays an important part in competitive 
activities in some sections. Where possible- the solicitor obtains 
direct contact with the stockholders or proprietors of country 

"Chap. V, sec. 11. 
u See Vol. H, p. 238. 
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elevators with a view to securing their accounts.'^ Some firms 
require regular reports on visits to prospects. 

The wonc of the solicitor in the Northwest is described in the follow- 
ing interview: 

Q. To what extent are traveling solicitors used? — ^A. My business is practically 
all built up by traveling solicitors. We get the best class of men that we can an5 
tieir business is to go out and help organize, if necessary, farmers where they need 
it, tell tJiem how to do bustness, wnat they can do, and where they are organized, to 
arrange to furnish them the money necessary to handle their business and to see that 
ti^ey nave the right kind of a manager and to check them up and see that they are 
not doing business wrong. * * * 

Q. In normal times how many of those men do you have out? — ^A. I had, a year 
ago, 10 traveling men. The traveling solicitor is, in my judgment, of as much or more 
value in protecting the farmers' oiganization from losses ana in creating new business 
and in keeping them from sppculation* in fact, last year probably my most valuable 
man brought in very little if any new ousiness but was of great value in checking up 
farmers' organizations, and by doing so, protecting them and us from losses that oxner- 
wise would have been sure to have occurred. 

Auditing the books of country elevators is characteristic of territory 
where such shippers are financed by commission houses and is not so 
prevalent elsewhere. But even in the former area (the Northwest) 
some concerns wiU not audit country elevators' books, since they do 
not care to finance open accounts where so much supervision is re- 
quired. One commission merchant stated that he assured himself 
that elevators which he financed were fully insured and gave the 
solicitors instructions to 'Hake a peep at the bins'' and size up the 
situation where a shipper had drawn heavily and was sending in 
grain slowly; but that he believed in leaving the elevator man free 
to manage his business without commission-house supervision. 
Many country elevator managers have not heea competent book- 
keepers and the financing commission houses have frequently felt 
obliged to make '^ audits in self protection.^^ 

M See Vol. I, pp. 235-237. The following letter also illustrates this practice: 

De"\tls Lake, N. Dak., July 16, 1916. 
The Van Dusen-Hareington Co., 

Minjua'polU, Minn. 

Gentlemen: I attended the annual meeting of the JosepMne Fanners Grain and Elev. Co., and ii^re 
that my old Studebaker paid for itself yesterday. The Equity crowd had worked up a strong oreanization, 
to get two more members elected on the board, which would give them a majority and would mean our 
death knell. There are five or si:c stockholders who live in O beran, but have their lands out near Josephine. 
When it ramed so hard Friday night, I found f oiu* or five stockholders had decided not to attend the meeting, 
as the roads were too bad for a car, they thought, and did not want to hire a team, so I got after them, 
agreeing to take them out and back. I got five durectors in my car and got 9 proxies, which gave us 14 
votes, and we elected our man, Mr. Thomas, who is right for the chamber, also for us; it leaves the board 
now, 2 Equity and 5 who are right. 

Jack Getchell of Andrews Grain Co. was there and made a strong play for half of the account, owing to 
the fact that they rent their house which they use mostly for coarse grains he told them, they would have 
to give them half of the account or they would tear down their house and move it elsewhere. Last year 
they only asked for enough grain to make them S150 in commissions which they got, but they are getting 
more greedy now. and Mr. Getchell savs Mr. Andrews thinks he should have 'all of the account. I told 
them if they had to have the Andrews elevator, and had to give the Andrews Grain Co. a share of the busi- 
ness. in order to get it I did not see as we could object, providing Andrews Grain Co. furnished their share of 
the financing funds. 

They were so latfe in getting through with their general meeting that it was too late for the board to meet, 
so they decided to hold another meeting next Saturday, the 22d, when I will fix up the contract for the 
coming year, as five of the directors told me they were in favor of giving us the business outside of what 
they had to give Andrews Grain Co. The Equity members of the board wanted to give half to the Andrews 
Grain Co. and the other half to the Equity, but the rest oi the board would not stand for it. 
Yours truly, 

E. O. DnjJNG. 

>3 Some commissioii houses in the Northwest, primarily as an advertisement, have prepared unifbrm 
sets of books covering all necessary transactions connected with the operation of a oounlvy elevator. These 
books are distributed to elevators firee of cost. Such books or records were encountered by the Commission's 
agents at a number of places, and where they had been intelligently used very good results were shown. 
In some instances the Dooks were kept by commission houses, so that an organization was maintained 
similar to that of a line company. (See Vol. II, p. 230.) A Duluth firm reported that they kept the books 
of nine independent elevators in order to determine their financial condition, charging them usually $100 
per year. 

The Bureau of Markets, Department of Agriculture, has prei>ared a uniform system of bookkeepinjs for 
the use of country elevators. This system was encountered by the Commission's agents at several statums. 
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Advantages and disadvantages of EMPLOTmG solicitors. — 
Data obtained from 23 representative firms in Chicago^ Minneapolis, 
and Duluth indicate that the monthly expense of maintaining one 
solicitor would absorb the commissions realized in handling over 15 
cars of wheat (1,000 bushels to the car). 

The following are claimed by the trade as the advantages of em- 
ploying solicitors : 

(1) That they stimulate competition in the country markets, 
thereby raising coimtry prices. 

(2) That they accelerate the flow of grain from the country.** 

(3) That they promote good seeds movements and better operating 
methods. 

(4) That they discourage farmers from speculating and save farmers' 
elevator companies from losses. 

(5) That tney keep the receivers in the terminal market informed 
as to country conditions, so that they can more ably represent country 
interests on the exchange floor. 

(6) That solicitors are necessary as auditors imder a system 
whereby commission men finance tne farmers' elevators (as m the 
Northwest) . 

(7) That they conduct advertising operations during the quiet sea- 
son and maintain a useful supervision over country marketing. 

The commission men who oppose the employment of solicitors 
cite the following objections: 

(1) That employment of solicitors increases overhead expense un- 
duly and is onr^ possible under a high minimum commission rate. 

A Minneapolis firm which has always opposed such soliciting 
methods stated that the practice constituted one of the largest expense 
items in the cash commission business and was an economic waste. 
They had kept two men on the road only because others did so — to 
meet this competition. 

(2) It is argued that the only function which a solicitor performs is 
to persuade a shipper to send his grain to one house rather than to 
another, which may be equally as good for his (the shipper's) pur- 
poses; and that he perforins no useml function in directing the grain 
mto proper channels, sending it to the best market, improving the 
grade or increasing the volume of grain raised or shipped. 

(3) It is also mamtained that some solicitors provide entertainment 
to shippers to such an extent that their salesmanship operations 
offset any economies effected. 

Section 5. Wire-house competition. 

The use of private wires for soliciting consignments and shipments 
'Ho-arrive^' is recognized by the Chicago Board of Trade as a legiti- 
mate npiethod of competition, and free telegraphic communication 
has been construed not to be a violation of the commission rule.*^ 
The reverse of this ruling obtains in Minneapolis, where the practice 

^ An Indianapolis dealer was asked whether it paid to employ solicitors. He showed from his records 
that his avers^ yearly receipts from 1910 to 1915 had been about 3,000 cars. In 1915 he began using traveling 
solii^tors, and his ooaisignments jumped from 3,000 to 5^009 cars per year, which he attributed to his two 
solicitors. Since he averaged about $15 a car in commission, this indicated an increased revenue of approxi- 
mately OOyOOO. The expense of maintaining the solicitors was about $10,000 a year, so that the firm claimed 
to have realized an additional profit of about $20,000. 

»8eeVol. n, p. 231. 
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of soliciting consignments throuch private wires is not permitted. 
On August 2, 1910, the board of mrectors ruled it to be — 

a direct violation of section 11 of Rule VIII for members of the chamber of commerce 
to furnish free telephone quotation service to country Uppers (Circular No. 192). 

At a meeting of the board of directors held May 9, 1911, the fol- 
lowing resolution was adopted: 

Resolved, That the board of directors deems it a violation of the Commission rules 
for members to assume the expense of telegraph messages sent collect by customers, 
or reversed telephone calls from customers, the assiunption of these chaises by a 
member of the cnamber of commerce amounting, in the opinion of the board of direc- 
tors, to a rebate of a portion of tiie commission charge, making the member subject 
to the penalties provided in section 11 of Kule VIII of the general rules of this asso- 
ciation. 

This resolution applies to all messes received by membiers, or their agents, at any 
of their offices outside of Minneapolis as well as those received at Minneapolis*^^ 

The Milwaukee rule is practically the same as that at Minneapolis.*^ 

In Kansas City the commission men have been forbidden by the 
board of trade to send market information to country elevators via 
telephone or telegraph at the expense of the sender. 

Grain receivers in Chicago, St. Louis,'* and Milwaukee have com- 
plained against houses which soUcit consignments by telephone and 
telegraph furnishing quotations and market advice over tne wires.'* 

A Chicago concern, which has been one of the largest receivers 
of cash grain at that point, has branch offices in Iowa so located 
as to cover the terntory and keep in direct wire communica- 
tion with the main office. In this way they can reach practically 
every grain shipping town in the State, usually in less than 10 
minutes. They can keep a shipper constantly informed of price 
fluctuations upon which to base his purchases as well as advise 
him immediately on the sale of his consignments in the terminal. 

On the other hand, it is asserted that when a country elevator re- 
ceives market news, market advice, baseball scores, and other in- 
formation over a private wire it is influenced to consign to the house 
giving such service. The receivers not equipped wit& private wires 
in Cmcago, St. Louis, and Milwaukee hold that this is an unfair 
competitive advantage, and that private wires restrict the general 
wire faciUties for other members of the trade. It is stated that the 
private-wire systems were established primarily for future trading, 
that they have infringed upon the casn business in recent years,^ 
and that a firm carrying on a purely cash business can not afford 
such an investment. The statement relative to cost of investment 
is imdoubtedly true. A private-wire system of 500 miles of line 
extending into Iowa, for example, would be a comparatively small 
system.'* Assuming $20 per mile as the cost of the lease and $20 
per nule additionel for operators' salaries and other additional 
overhead expense,'* the expense of this 500-inile line would reach 
at least $20,000 a year. The following illustration of private-wire 

• 

M Circular No. 249. 

S7 Ruling of the board of directors Jan. 4, 1910, on rule 32, sec 11. For text see Vol. IL p. 232. 

^ It is reported that a rule has been considered by the Merchants Exchange of St. Louis which would 
prohibit private wire operators from senrbig thaf exchange so long as their wires were also used to reoeiye 
orders from country merchants. 

» The use of private wires for cash trading is discussed in Vol. V, Chap. HI, sec. 7. 

M Since about 1910. See I. C. C. Doc. No. 5421, Evidence, p. 1957. 

tt See Table 16, Vol. V. 

« These are conservative figures. See Vol. V, Chap. Ill, sec. 4. 
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cost appears in the recent decision of the Interstate Commerce 
Commission on Private Wire Contracts'?^ 

The record shows the details of two days' operations of a broker's wire from Chicago 
to Kansas City, Mo., with drops at Davenport, Iowa, and St. Joseph, Mo. The ex- 
penses of this operation were as follows: 

Rental of wire, including two drops, per annum $11, 000. 00 

Salaries of four operators 5, 720. 00 

Total allocated expenses 16,720.00 

Incidental expenses, estimated 5, 720. 00 

Total expenses, per annum 22, 440. 00 

Total expenses, per day 71. 90 

Certain Chicago receivers point to the case of a cash commission 
firm which set up a branch office at Pontiac, 111. By public tele- 

?hone it took from 20 to 60 minutes for the main office to call the 
'ontiac branch. There were three private-wire branches already 
operating at Pontiac enjoying practically continuous communica- 
tion with the head offices at Chicago, ana it became impossible for 
the commission firm not so equipped to do business. 

Because of the network of private wires'* extending out of Chi- 
cago the hedging orders of country dealers are frequently executed 
by private-wire operators even when the grain is to be consigned to 
firms not so equipped. It is alleged that this use of wire houses by 
country shippers for hedging gr^ places strictly cash commission 
firms at a further disadvantage in competition, although the hedg- 
ing of grain by coimtry elevators is not so extensively practiced m 
Chicago territory as in the Northwest. 

Apparently the fact that private-wire systems are already es- 
tablisned leads to marked economies in using the equipment for a 
cash commission business, since the futures business can oe relied on 
in general to take care of the e:3^pense. 

At the Interstate Commerce Commission hearing in 1917'^ it was 
testified that the cash grain business in Iowa going to Chicago firms 
had become concentrated in the hands of six private-wire concerns. 
Others say that the solicitation of consignments by wire houses at 
Chicago offsets to a certain extent the efforts of terminal elevators 
to buy direct and thereby tends to sustain the volume of sample 
selling on the floor. 

So lar as the conduct of the cash grain commission business is con- 
cerned the private wire is necessarily an expensive facility. Generally 
speaking there is not in this business any such necessity for promptness 
and speed in the transactions involved as in the case of futures opera- 
tions, and this is also true even of the hedging transactions of country 
elevators. While, therefore, it may be that this is an economical 
method of handling grain so long as cash and future business is com- 
bined and the specmative futures business takes care of the largest 
share of the expense, it by no means follows that this would be true 
if private wires were employed for the transaction of only the cash 
commission business, including hedges. This would necessarily 
involve sufficiently high commission rates to cover the expense of 

» Doc. No. 6i21, decided Aug. 3, 1918, pp. 751-752. 

M See Vol. V. chart facing p. 120. 

» PrwaU Wire Coniracts, Docket 6481. 
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the facility and would probably tend to a high concentration of the 
commission business. 

Section 6. Commission merchants associations. 

In four terminal markets (Minneapolis, Duluth, Milwaukee, and 
Chicago) the commission merchants have formed associations of 
their own within the exchange bodies. The matters largely occupy- 
ing the attention of such associations have been: The estabUshment 
of credit bm^eaus for protecting the members against unreliable 
country shippers; agreements to limit the number of country solicitors 
and to reauire them to be licensed; regulation of credit advances to 
country snippers as to security, volume, etc.; agreements upon 
uniform interest rates to be charged shippers dunng the shipping 
season; the eUmination of dupjlication in sending out market informa- 
tion; and agreements upon minimum commission rates. 

The Minneapolis Gram Commission Merchants' Association, organ- 
ized in 1909, grew from 22 to about 50 members in 10 years, and now 
includes most of the commission houses in the marKet. Member- 
ship in the association is Hmited to exchange members who are 
engaged in the cash grain commission business. A majority of the 
members are also subscribers to the credit bureau, wmch is main- 
tained by the association at a fee of $2.60 per month (1918). 

The Duluth association had a membersnip of 40- in 1918, with 
dues of $10 a year. On March 6, 1917, this association adopted 
a resolution pledging the membership to — 

exert its best efforts from this time on to forward a campaign of education looking to 
discontinuance of the burdens carried by the commission nouses in financing grain 
dealers in the Northwest by using every effort and instructing traveling men 4x) use 
every effort to have independent grain aealers and farmers' elevator companiee secure 
their funds through the local banks and through these local banks passing their 
papers to a Federal reserve bank. 

Such a radical move to eliminate the financing operations of 
receivers in the Northwest depended upon the cX)operation of the 
Minneapohs association to become effeotive, and there is as yet only 
slight evidence of a serious movement to abolish commission house 
financing of the crop movement. 

The Milwaukee association has comprised some 16 firms. The 
personnel includes the branch offices of two Chicago concerns, neither 
of which are receivers. The association is not so large or active a 
group as are those in Minneapolis and Duluth, though its fimctions 
are supposed to be about the same. Its main utihty has been to 
report unreUable shippers to the members. 

The Grain Receivers' Association of Chicago is an informal oi^aniza- 
tion of 48 members. They seldom meet as a body, keep no records 
or correspondence, and have adopted no rules with reference to 
competitive methods. They are not recognized officially, but are 
influential as a voting group. . 

The chief cause for the union of the receivers in Chicago has been 
the increasing attempt of elevator interests to bid for grain at 
country points and absorb the receiving business. It is stated that 
the receivers effected the adoption of the *'to-arrive'' rule,** de- 
signed to place them competitively on an equality with elevator 
buyers. 

» Vol. II, p. 85. 
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The Kansas City Receivers & Shippers' Association was organized 
in an informal way to secure an investigation into the operation of 
elevators leased from the railroads by private dealers. The associa- 
tion is now inactive and is reported (1921) to have held no meetings 
for over two years. 

Credit bureaus have been established by the associations in 
Minneapolis, Duluth, and Milwaukee. In Minneapolis in order to 
obtain the benefits of the credit bureau the members have been 
required to furnish each Monday morning "a complete list of all 
country shippers indebted to them in excess of $500 * * * 
together witn a list of all country shippers who have open trades 
* * *.'' These lists are tabulated by the secretary, and in case 
a shipper's name appears on two lists, so that his debit balance seems 
to be imduly high, the interested conunission men are immediately 
advised. 

The credit bureau at Duluth was taken over by the board of trade 
on the request of the commission men. Members of the bureau as 
thus operated were required to conform to the following regulations:'^ 

Every member of the association shall, on Monday of each week, file with the 
manlier a report, made in duplicate, giving the name of every person, firm, or cor- 
pm^tion not a member of the Duluth Board of l^ude, or of any other grain exchange, 
with whom, at the close of businees on Saturday of the week previous, he had open 
trades in grain or flaxseed, either for immediate or future deliverv, and a leager 
balance, including bills receivable of $500 or more, indicating whetner the balance 
is debit or credit. It is not required that in making the said reports the amount of 
the trades or the balance shall be given. 

The manager diall have authority to exchange the informatum obtained from the 
reports made by members for similar information furnished by members of the Cham- 
ber of Commerce of Minneapolis. 

Where the same person, firm, or corporation appears from reports as having open 
trades with two or more members, the manager is authorized to communicate the 
information to those membera. 

The reports made to the manager shall at all times be in his custodv and shall not 
be open to inspection by anyone other than himself or employees of tne departments 

Section 7. State license and regulation of commission merchants. 

Extent of legislation. — In at least five States the business of the 
commission merchant has been subjected to regulation and license 
under the police power of the State. The States of Kansas, Minne- 
sota, Nortn Dakota, Nebraska, and Washington have made such 
merchants subject to the supervision and hcensing of administra- 
tive departments.** The Minnesota law, which is es{)ecially com- 
prehensive on this subject, provides that: 

* * * A commisaon merchant is a person wHo may receive for sale, for account 
of the cGnsignior, any a^ricultaral products or farm produce. No person shall sell, 
or receive, or solicit shipments of such commodities for sale without first obtaining 
a license n'om the railroad and war^ouse commission to carry on the business of a 
commission merchant and executing and filing with the secretary of state a bond to 
the State for the benefit of such consignors; if the license authorizes the sale of grain 
the bond shall not be less than $4,000. 

It shall be unlawful to use the word comnussion, commission merchant, or com- 
mission company on any advertising matter, letter, or bill heads of any persons not 
having a license from the commission. Any person who shall hold mmself out or 
claim to be a Ucensed or bonded commission merchant, either by written, printed, 
€r verbal representation or by the use of any letterhead, statement, or advertisement, 
without having a license from the commission, shall be guilty of a misdemeanor.^* 

*7 Adopted by board of directors. Ihiluth Board of Traae, May 29, 1917. 

M A MifthigitTi act( Public acts of 1899. p. 391) with similar provisions was dedared mioanstitutioiial,as 
explained below. Tae Illinois law (1919) lor the regulation of oomniissian merchants makes specific excep- 
tion ''to grains ana seeds which are dassifled into grades by any governmental or State department duly 
created by any law of the State of Illinois or of the United States." (Illinois Laws of 1919, p. 15.) 

* Minnesota Laws ,1915 ,ch. 370 jSecs. 1 and 7. 
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A license is also required of grain commission merchants operating 
in North Dakota: 

It shall be unlawful for any commifision merchant or other factor to receive any 
wheat, flax, or other grain, * * * in this State to be sold for other persons^ or 
to have any agjent or correspondents in this State receiving or soliciting any consign- 
tnent or deposit of grain * « « without being licensed and authorized so to do 
as hereinafter prescnbed.*^ 

It is provided in Nebraska — 

* * * That any person, firm, or corporation pursuing or who shall pursue the 
business of selling farm, dairy, orchard or ^^arden produce, wares or merchuidise of 
any kind upon consignment for a commission shall be deemed to be a commission 
merchant. 

Sec. 2. It shall be unlawful for any person engaged in the business of commission 
merchant to receive or soUcit consignments of produce, wares, or merchandise in the 
State of Nebraska without first obtaining a license from the food, dairy, and drug 
commission to conduct and carry on the business of such conmiission merchant. 
* « * The fee for such license shall be |10, payable to the State treasurer. 

Sec. 3. That all commission merchants be and they are hereby required to make 
bond, each in the sum of $2,000.*^ 

The Washington statute is similar in substance: 

Sec. 1. It shall be unlawful for any peanson, firm, or cor{>(Niition to enga^ in the 
business of seUing farm produce on commission, or to receive or solicit consignments 
of such produce on commission in the State of Washington without first obtaining a 
license from the commissioner of horticidture to conduct and carry on the business 
of such commission merchant and giving a bond to the State of Washin^n in the 
sum of $3,000, said bond to be conditioned for the faithful performance of his duties 
as such conmiission merchant. 

Sec. 10. For the purpose of this act a commission merchant is defined and declared 
to be any person, nrm, or corporation, whose principal business is the sale of farm, 
dairy, orchard, or garden produce on account of the shipper or consignor.** 

The Kansas law ^ differs from those already cited in that the term 
'^ commission merchant'* for the purposes oi the act includes every 
person licensed to ^'receive, sell, or offer for sale on commission 
within this State any kind of farm produce; except where such farm 
produce is sold for consumption and not for resale^ The statute \s 
further qualified in the following manner: 

This article shall not apply to the sale of farm produce at public auction bv an 
auctioneer, acting as the agent of another to whom such farm produce shall nave 
been consigned, nor shall this article apply to seeds sold at retail.'*^ 

Administrative begulation. — ^The Minnesota law provides that 
the merchant licensed to receive and sell grain in Mmnesota shall 
render a true statement in writing to the consignor within 24 hours 
of the amount sold, price received, name and address of purchaser, 
and the day, hour, and minute of sale, and shall forward vouchers 
for all charges and expenses.^^ In addition it is provided that tiie 
raihoad and warehouse commission shall require statements of his 
business for the exclusive use of the coromissioners, investigate com- 
plaints of consignors with regard to specific shipments, ana give the 
complainant a written report of the investigation.*' The power 
delegated to such administrative commissions in North Dakota, 
Nebraska, and Washington includes similar powers to prescribe regu- 

I I I - II iiii I iiiii iiii I iiii I I I iiin^iiiiiBiB w^w^^Mr m^ M^^^ M^ ■■■■■.! ■ ■ ■ I imu. 

40 Revised Code of North Dakota, 1905, 2197; 1897, ch. 54, 1; R. C. 1899 ^738; 1903 filk. 56, 1. 

41 Laws of Nebraska, 1909, ch. 66. 

« Laws of Washington, 1907, ch. 139. 
4s Kansas General Statutes, 1915, ch. 371. 
M Idem, sec. 1. 

« Laws of Minnesota, 1915, ch. 370, sec. 4. 
M Idem, sees. 3 and 5. 
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lations and to conduct investigations. The general irtent of such 
regulation is apparently to prevent fraudulent practices on the part 
of representatives of country shippers.*' 

The Kansas law empowers the secretary of the State Board of 
Agriculture to investigate formally the complaints of consignors and 
to regulate the conduct of licensed commission merchants under a 
procedure similar to that laid down for warehouse commissions else- 
where. The authority of this ojfficial to grant and revoke licenses is 
set forth as follows: 

The secretary of the State board of agriculture may decline to grant a license or 
may revoke a license already granted where he is satisfied of the existence of the 
following cases or any of them: (a) Where a money ^udnnent has been entered s^^ainst 
such commission merchant and upon which execuUonlias been returned unsatisfied. 
( b) Where false charges have been imposed for handling or services rendered, (c) 
where there has been a failure to account promptly and properly or to make settle- 
ments with intent to defraud, (d) Where there have been faise statements as to con- 
ditions, quality, or quantity of goods 'received or held for sale on commission when 
the same might be known on reasonable inspection, (e) Where there has been false 
or misleading statement or statements as to market conditions wiHi intent to deceive. 
(/) Where there has been a combination or combinations to fix prices, (g) Where 
the conmiission merchant directly or indirectly purchases the goods for his own 
account without prior authority ther^or or without notifying the consignor thereof. 
(h) Where the commission merchant is in bankruptcy or in insolvency, 6r where the 
secretary of the State board of agriculture has reason to believe that bankruptcy or 
insolvency may shortly occur, (t) Where there has been a continued course of dealing 
of such a nature as to satisfy the secretary of the inability to properly conduct the 
businesB of commission merchant or of intent to deceive or defiuud shippers. 
(S) Where a licensee has been guilty of ibraud or deception in obtaining his license. 
(h) Where the licensee neglects to file a new bond when notified by the secretary 
that the bond already filed is unsatisfactory.^ 

OoNSTrrunoNALnT. — ^Laws for licensing commission merchants 
were adopted in both Minnesota and Michigan in 1899. They were 
abuost immediately attacked as imconstitutional in the respective 
State courts with quite opposite results. The Minnesota Supreme 
Court reviewed conditions m the srain trade in the Northwest and 
held^^ that the business of handling grain on consignment had 
''become sufficiently affected with pubuc interests as to be the proper 
subject of police regulation.'' On the other hand, the Michigan 
Supreme Court decided ^ that such legislation was an unjustifiable 
interference with private rights and repugnant to the constitution of 
the State. 

The Minnesota case referred to was brought up on habeas corpus 
proceedings to test the validity of the act. and the court based its 
decision on existing evils in the trade which were pointed out in the 
following opinion: 

It was publicly believed that the business of selling agricultural products and fsum . 
produce on commission had become saturated with false and fraudulent methods, to 
the great injury of a large class of our citizens, who were compelled to deal with coih- 

^ The Miimesota oommiasloii declined to reyoke the licenses of 19 elevator companies on the complaint 
of commission men that these licensees were at the same time buyers, sellers, and receivers of gram. It 
construed the Minnesota law as follows: 

** The law which authorizes the licensing of commission merchants * * * does not directly or by im- 
pliraition forbid elevator companies from en^ging in the business of handling and scIUng grain <»i com* 
mission. In practice, the oommisslon has given the same consideration to elevator companies as it has 
to any other reputable person or corporation who desired to engage in that business. No rule barring 
elevator companies from i>articipation in this business has been adopted by the commission. Therefore 
the elevator companies mentioned in the petition have been and are legaUy licensed to engage in the business 
of grain commission merchants, and such licenses can only be candled for cause, and then only after a 
hearing and investieatlon." (May 29, 1914.) 

^ Kansas General Statutes, ch. 371, sec. 5. 

« State ex rel. Beek v. Wagener (1899), 77 Minn. 483. 80 N. W. 633. 

M Valentine v. Berrien, Circuit Judge (1900), 124 Mich. 664, 83 N. W. 694. 
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mission men. and who were powerless to detect or prevent the wrong, and that the 
business haa thus become sufficiently affected with public interests as to be the 
ptoper subject of police regulation. We are of opinion that the legislature did not 
exceed its powers when, under the circumstances, it enacted a measure having relation 
to, and a tendency to accomplish, the desired end. such as is tie law now before us. 
This enactment was designed to prevent false ana fraudulent practices of the char- 
acter complained of, to correct the evils generally believed to prevail, and to compel 
the merchant to whom property was consigned for sale on commission to deal honestly 
and to be faithful to his trust. 

******* 

The treatment of consignors was frequently most exasperating and injurious to 
them. Sometimes reports were never made of sales, and on omer occasions were 
purposely delayed so that it would be difficult, if not impossible, for the consignor 
to ascertain the real facts of a given sale. Prices of grain fluctuated, not only &om 
day to da)r, but from hour to hour. It might make a great difference to the consignor 
whether his grain was sold in the morning or near the close of the day. And for these 
reasons the law has therefore studiously provided that the reports of sales shall state 
the day, hour, and minute when they are made. 

The Michigan court, however, found no existing evils which would 
warrant an exercise of the police power, such as the legislature had 
attempted.^^ The act had provided — 

That every person who shall solicit to receive for sale, for himself or another, or 
who shall receive for sale, or offer for sale, for another, for hire, or cause the same to 
be done, any grain, fruits, vegetables, live stock, meats or poultry, and all other kinds 
of farm or dairy produce shall execute a bond in the penal sum of nve thousand dollars 
running to the people of the State of Michigan, to be approved by the judge of probate 
in the county where his principal office may be, except as hereinafter provided, witli 
two or more sureties, or by an indemnity company authorized by law to do businesB 
in this State, conditioned for the faithful performance of the trust reposed in him as 
a commission man or broker, and to pay over all moneys to the proper p&rtieB coming 
into his hands by virtue of his agency or trusteeship, by virtue of his receiving the " 
goods and produce a^foresaid which snail justly belong to any person. Such bond, 
when approved, shall be filed with the county clerk of the county where such com- 
mission or brokerman shall be engaged in business and where he shall have his prin- 
cipal office: Providedy That the provisions of this act shall apply only to persons, nrtns, 
and corporations who hold themselves out as commission men, brokers, agents, or 
merchants and their agents. 

The opinion of the Michigan Supreme Court was, in part, as 
follows : 

The business of buying and selling on commission has existed ever since commerce 
began. There are and always have been dishonest men engaged in it, as there are 
and always have been in every other branch of business. There are and always h^ve 
been dishonest sellers, who will pack their produce in such a manner as to deceive. 
It would bd as reasonable to require the latter to gjive bond to properly pack their 
produce. In every such case the common law provides an ample remedy for redress 
to the injured party for breach of contract. There is no more reason why a com- 
mission merchant should pay a license fee and execute a bond to pay his debts and 
to do his business honestly than there is that any other merchant should pay a like 
fee and file a like bond to properly do his business and pay his debts. The business 
requires no regulation, any more than any other mercantile pursuit. 

The validity of similar legislation in Kansas was sustained in 1918 
by the Supreme Court of the United States." The case was heard 
on appeal from a decision of the Supreme Court of the State of 
Kansas which had upheld the validity of the Kansas law of 1915 for 
licensing commission merchants. In affirming the judgment of the 
Kansas court the United States Supreme Court said: 

The validity of c. 371, Laws of Kansas, 1915— ** An act in relation to the sale of 
farm produce on commission "—is challenged by certain grain dealers carrying on 
business in that State. It forbids the sale of farm produce on commission witnout 

^^■^^ ■ ■ ■ — ■ ■ . . m -■y'»i ——-■-■ -III ■ ■■ ■ w - ■! ■ ■ ■ ■ ■ — ^^^^^^^^^^^^^^ 

« Public Acts of Michigan, 1899, sec. 1, p. 391. 

*> Fayne v. State of Kansas, 248 U. S. 112; 63 Lawyers Edition, 153. 
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an annual license, to be procured from the State board of agriculture upon a proper 
showing as to character, responsibility, etc., and a bond conditioned to make nonest 
accounting. A fee of $10 is required. 

Plaintiffs in error maintain that the statute is class legislation which abridges their 
rights and privileges, that it deprives them of the eaiul protection of -die laws and 
also of their property without due iNrocess of law-niU in violatioii of the fourteenth 
amendment. ^ 

Manifestly, the purpose of the State was to prevent certain evils incident to the 
business of commission merchants in farm proaucts by regulating it. Many former 
opinions have pointed out the limitations upon powers of tiie States concerning 
matters of this kind, and we think the present record foils to diow that these limita- 
tions have been transcended. 

Section 8. Purchasing direct from country points. 

In general. — ^As already stated , grain is frequently purcliased 
directly from country shippers by terminal market dealers prior to 
its amval at the terminal point. Direct purchases may be made on 
the basis "" net your station," i. e., f . o. b. cars country station track* 
or they may oe made on the basis '' delivered" at the terxninal 
market. In the former case they are customarily known as ''on- 
track" purchases; and in the latter as '* to-arrive" purchases. While 
such transactions more frequently originate from a terminal market 
they may originate in the country, as when a country elevator man- 
ager notifies nis commission house at the terminal to sell a ^ven 
quantity and grade of grain '*to-arrive," perhaps setting almut on 
tne price. 

where grain so purchased is received by a commission merchant it 
is usually on the oasis of orders previously in hand and, although 
technically he takes title to the grain, the routine of handling the 
commodity and the accounting thereoi follows closely that already 
described lor the consignment business. 

Direct purchases from country shippers are more often on a 
grade than on a sample basis; since these transactions are usually 
contingent upon terminal market official grades and considerable 
delay may be involved in shipping type samples in from the country 
as a basis for the sale. However, it appears that a small volume of 
this business is done on a sample basis, as when an elevator com- 
pany determines to sell part of its country stocks *' to-arrive" on the 
basis of type samples sent to a commission house. 

During exchange hours to-arrive bids are sometimes made to coim- 
try points by wire for inmiediate acceptance. After exchange hours 
it is customary for inany firms at primary markets to send out 
"overnight bids'' to the country on postal cards. The private-wire 
systems out of Chicago are employed in making direct bids at all times. 

At five markets— Kansas City, Chicago, Milwaukee, Omaha, and 
St. Louis — the practice of '^bidding the country'' after exchange 
hours has been sufficiently large to lead to the adoption of rules for 
its regulation in connection with the so-called uniform commission 
rules. In Chicago bids after hours (and during exchange hours) 
may be direct to the country from the buyer's office or through a 
receiving firm, or both. In case the bid is made through a receiver at 
the terminal market it is made gross, i. e., to include terminal charges 
aaid commission. When the bid is made to the country directly, these 
charges, or their equivalent, must be deducted. The grade, variety, 
price, and billing are usually stated. After-market bi& direct to the 
coimtry are usually subject to acceptance prior to the opening of the ex- 

5697a°— 22 6. 
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change on the next business day." ' ' To-arrive ' ' bids are usually com- 
puted at a difference over or under the close of thenextmaturingiuture, 
as a convenience in hedging, although they are issued to the country 
at a flat price. The use oi a flat price on direct bids durii^ the 
trading session, however, necessarily entails some risk of loss (me to 
market fluctuations, since the "to-arrive'' market prices are par- 
ticularly sensitive to changes in the futures market. This is re- 
flected m the following regulations^ of the Chicago Board of Trade: 

During the hours of regular trading, all bids to persons located outside of Chicago 
for wheat, com, oats, or rye to be shipped to this market, shaU be based upon the price 
then and there prevailing in the open and competitive '^to-arrive'* market, less the 
charges prescribed in section 32 of Rule IV. AH bids forwarded during the regular 
session to persons located outside of Chicago on the basis of a flat price snidl be made 
upon the condition that acceptance thereof shaU be filed within five minutes after 
receipt, and all such bids not then accepted within said time shall be null and void. 

" To-ABRIVE " BIDS. — ^Following is the card issued by a Kansas City 
company for No. 1 hard wheat and No. 3 mixed, yellow, and white 
com. It will be noted the wheat prices are bid on either a Kansas 
City or Gulf basis with prices varying in accordance with the time 
allowed for shipment." 

Form 4.— TO-ARRIVE Bm CARD ISSUED FROM KANSAS Cmr. 

Barnes-Piazzek Co. (Inc.), New England Building, Kansas Gitt, Mo. 

April 16, 1921. 
[Aooeptance to reach us by 8.30 1^. m. Monday.] 

We bid you the following prices for grain, Kansas City, official weights and grades, 
grain not to be mixed in transit, shipment direct from tiie country. 



f 


Price. 


Basis. 


Shipment. 


1 hftixl whwt 


$1.29 
1.28 
1.26 
1.51| 
1.50 
1.48i 


K.C 

tt n 

tl it 

Giiif.V.V.V. 

n 
tt 


10 days. 
20 ^ 


4 tt M^ ^ 




30 " 


•% $t €€ 


10 " 


\ •• •* « 


20 " 




30 " 


" 





[Special bid to originate west of Concordia, or Union Pacific west of Salina.] 



1 hard wheat 

or better mixed com. 
or better yellow com. 
or better white com . . 
or better yellow com. 



$1.30 


K.C 


.47} 


K.C 


.49 


K.C 


.49 


K.C 


.60 


K.C 



10 days. 
30 days. 
30 ^ 



30 
5 



tt 
tt 



When consigning to the Kansas City or St. Joseph market for good prices, prompt 
returns, be sure your next car reads: "Barwbs-Piazzbk Company." 
All offers or bids subject to following conditions: 

(1) Acceptance reacmng us before opening on next business day and if received 
aftier opening subject to our confirmation. 

(2) Acceptances for more than 5,000 bushels subject to our confirmation. 
f3) Acceptances must specify capacity of cars or bushels. 

4) State price and amoimt when accepting. 

5) Prices quoted are basis bulk. 
[6) Demand draft B-L attached. 
(7^ Overfilled contracts to be applied at market differences unless otherwise 

specified. 

Barnes-Piazzek Co. (Inc.). 

>* See 1 Arbitration Decisions, Grain Dealers' National Association, p. 262: "It is the opinion of the com- 
mittee that a firm aSw without any limitation as to the amount is good for acceptance until there is a change 
in the market or the offer is withdrawn. In this case the defendants did not send out their wire until after 
the close of the market on the 13th and the same ofl^ear went out to four other firms. As the offer did not 
carry any limit as to the amount that they would accept on their bid, they were bound to accept any 
amounts offered that were within their hands before the opening of the market on the 14th or until they 
had wired a cancellation of their offer, which they did not do." > 

M Chicago Board of Trade Yearbook, 1920, p. lift. " * 

"See Vol. II, p. 254. *^ 
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<Tram sold on the bids &hown in the card above must be shipped 
within the period specified (excepting the day of issue) and delivered 
at the terminal point shown in the column headed '' basis/' The seven 
conditions listed on the bottom of the card are typical of this class 
of business. That is, limits are usually placed upon the tune of 
acceptance and the quantities accepted for^ and it is customary to 
specify or agree that a demand draft with bill of lading attached will 
be accepted, although arrival drafts are sometimes employed. The 
specification that overfilled contracts may be appUed at market differ- 
ences protects the buyer in case more gram arrives than he has booked 
and the adjustment may result in favor of either buyer or seller con- 
tingent upon the course of the market.** 

The following bid card issued by the Quaker Oats Co. shows the 
conditions of ** to-arriye " bids for com and oats by a converter: 

Form S.— TO-ARBIVE Bm CARD ISSUED FBOM CHICAGO FOB GBAIN TO BB DBUTKBED 

AT MILLS IN IOWA. 

Form 812 25M a-10-21. 
Codes—Robinson and Univanal. 

Chicago, Apr. 15, 19tt, 

Subject to wire acceptance to reach us at Chicago time prior to 9.30 a. m. to-morrow 
or next businesB day, we bid the following prices, errors excepted, basis Chicago for 
20 days shipment to our mills at Cedar Rapids or Fort Dodge, Iowa, our option, our 
weights ana approval. 

White or yellow milling oats, 30 poimds or better, free from foreign, damaged, or stack 

burned grains, 35}. 
Yellow com (milling quality), subject to discount for moisture, 53. 

Over 17 J per cent. 
White com (milling quality), subject to discount for moisture, 53. 

Over 17} per cent. 

Load cars to capacity. Sell bushels instead of cars. Grain shipped to our mills 
subject to our weights and approval. Gndn not suitable for our milling requirements 
will be turned over to any ccMnmission fiim re(|ueBted on payment of draft or we will 
sell same for your account chaiging usual commission. Other shipments must be made 
to replace tiioee rejected. 

All quantities over 10,000 bushels subject to our wire confirmation. 

If grain is not shipped within time specified, seller agrees that contract is open until 
shipped or untH we advise you that we have closed same. 

Make no dbipments until you receive our shipping directioDS. 

Draw on us at Chicacfo with B/L and weights attached. 

Draw not to exceed four-fifths value of shipment. 

Thb Quaker Oats Company^ 
1600 Railway Exchange Bldg,^ Chicago. 

It will be noted that under the conditions of Form 5 above the grain 
is not bought subject to primary market official grad^ and weights, 
but subject to the weignts and approval of the milling concern; 
and that grain not considered suitable for milling requirements, after 
delivery, will be sold on a commission basis or sold to a commission 
man. 

''On-teack bids.'' — ^The card below may be used for a bid f . o. b. 
coxmtry station, i. e., "on-track''; or a bid dehvered Kansas City, 
i. e., "to-arrive"; or for both of these terms. The card as shown 
gives bids for wheat "on-track" at Elsmore, Kans. (addressed to the 

M Rule 14 of the Grain Dealers' National Assodation provides that "surplus srain shall be taken to 
aoooont by the buy^r at the cunent market price on the day after the last car is uiuoaded." (Nov., 1920.) 
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Ekmore Elevator Co.), indicatiikg that the buyer will furnish billing 
instructions after acceptance ana will pay the freight costs. 

Form «.— ON-TRACK Bn> CARD ISSUED BY KANSAS Cmr RECEITERS AMD SHOPPEBS. 

BeU3825]CAtn. Home 9670 Vletor. 

Hodoson-Dayis Grain Co. 

boabd of trade, kansas city, mo. 
E. H. SuunrAN, Mir. CbA Qmim Dept. 

We bid for acceptance to reach us before 8.30 a. m. to-monow (Sunday excepted). 
Destination, official weights and grades, our option. Clerical errars excepted. 



2 bard dark wheat 

Ibard wheat 

2 hard wheat 

1 red wheat 

2 red wheat 

3 or better com 

3 or better yellow com. 
8 or better white com.. 



F. o. b. 

3roar 

'station. 




Delivered 
City. 



Shipment 



Apr. 26. 



To avoid errors, acceptance should state price, grade, and number of bushels. 

When sMpments are not made according to contract, we reserve the right to extend 
the time of shipment or cancel sale or buy in the grain for shipper's account. 

Inspection and weighing charges to be paid bjjT shipper. 

All shipments handled at Kansas City, subject to the rules of the Kansas City 
Board of Trade. 

If acceptance reaches us later than specified time, we will enter the purchase 
unless you hear from us to the contrary by wire. This bid is based on 1,000 bushels 
to the car, except when only one car is sold it will mean capacity of car unless other- 
wise agreed. Our option to accept or reject more than 10,000 bushels of any one 
kind of grain at this bid. 

Cars to be loaded to capacity required by railroad. 

Unless otherwise provided, any grain failing to grade as specified in contract will 
be acc^ted at market difference unless unfit for our use, in which case same will 
be sold for shipper's account, by sample, at the usual commission, but can not in 
that case be applied on contract, and other shipments must be made to replace any 
so sold. 

Subject to reinspection after arrival at unloading elevator. 

If accepted, hold for billing instructions and bill as directed, making draft on us 
at Kansas City, Mo., with bilTof lading attached, leaving a fair margin. 



E. & 0. E. 



Hodoson-Davis Grain Go. 



U. S. Food Administration license number. No. G-35952. 



Bids from smaller markets appear to be most frequently on the 
''on*track'' basis. The following card was sent by a cash grain 
concern at Indianapolis to a shipper at Le Roy, 111. : 



BEOEIVIirO 7B0H OOUKTBT P0IHT8. 65 

Fam 7.--ON-T1UCX Bm CABD OF A IftBAUB LOGATID AT 1NDI4NAFOLIS Aia> C^ 

Plumes, Bell Circle 0740. Automatic 21-742. 

The Early & Daniel Co. 

Indianapolis, April 13, 1921. 

For acceptance to reach us by 9.15 a. m. to-monrow or next busineaB day, we bid 
you, less weighing and inspection charees, any part of 5,000 bushels of eadi kind of 
grain, acceptance of more than 5,000 bushels subject to our immediate wire con- 
firmation. Specify amount of acceptance in bushels. £. & O. E. 

F. 0. b. Your basis. Shippers pay war tax. 

Acceptance to arrive by 8.15 a. m. 

Indianapolis termsj 47 N, Y. 

S2 red w. wheat, 10 days 1 18i 

jP ydlow com, 10 days 44 

#3 wht. oats orbtr., 10 days 31 

• 

(Xnemnati termg, 19\ Cin, 

S2red w. wheat, 10 days 118J 

#3 yellow com, 10 days 45 

#3 white com, 10 days 461 

iH grades at 2^ discount. 

#3 wht. oats orbtr., 10 days 321 

Wire us your acceptance. 
We solicit your consignments. 

Qn-track bids are frequently issued by brokers, as shown by the 
following card sent from Wichita, Eans., to Fletcher, Okla.: 

Florn 8.-^BOKErS BID CABD FOH GRAIN F. O. B. CABS ON-TBACK IN THE OOIINTBT. 

Grain, Feed, Kaffir. Hay. Local Phone— Hkt. 090. 

RoUxisoii's Code. Long Distance— L. D. 24. 

The Anchor Grain Co., 

E. M. FUCKINGBR, MgR. 

Sedgwick Building, Wichita, Kans,, 

Gentlemen: Subject prior purchase and further confirmation, we can contract 
purchase of few cars wheat, usual tetms, at following prices, f. o. b. your track: 

For April shipment 11. 10 

For 15 days shipment 1.05 



For June shipment |0. 90 

For July 10th shipment 85 

For July 20th shipment 80 

For July 31st shipment 75 



For 30 days shipment 1.00 

For May shipment 95 

4/20/21. 
E. 4c O. E. 

Quotations subject to further confirmation. 
Yours, truly. 

The Anchor Grain Co. 

E|tstem shippers sometimes arrange their cards so as to base the 
bids on a schedule of domestic rates to a desi^ated destination, thus 
making it unnecessary for the sender to determme the ^*on-track'' price 
for eacn shipper on tne mailing list. The following card was sent to 
Lochiely Ind., Buffalo terms to apply, the bids being arranged to 
cover points having domestic rates to Philadelphia ranging from 29 
to 45 cents: 
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Form 9.-^BID CABD ISSUED BT A BUFTALO ES.BTATOS COMPANY FOR GttAIN F. O. B. 

CABS AT DESIGNATED BATE POINTS. 

The Electric Grain Elevator Co., 

Buffalo, N. Y., April 15, 1921. 

Bid, — ^For acceptance to reach us before the opening of market next business day. 

Terms, — ^Buffalo weights, gi^es^ and terms— -Lower grades to apply at market dif- 
ference day of arrival. Not our bid difference. 

Qtumtiiy, — ^In excess of 5,000 bushels subject to our confirmation as to such excess. 

Payment, — ^By sight draft properly margined and accompanied by properly executed 
documents. 

Drafts. — To be drawn on us through the Marine Trust Co. 

Note. — When wiring acceptances state quantity in bushels. When acceptances 
are made in cars we will consider as being a carload wheat, rye, com 1,100 bushels. 
Oats 2,000 bushels. 

E. & O. E. 

F. o. b. points taking following new domestic rates to Philadelphia, buyer paying 
war tax. 



Grade. 


Rates. 


29 


30 


33 


33.5 


36 


38.5 


40 


40.5 


41.5 


42 


45 


3 vellow com or better. . 


Shipment. 






















2 white oats or better. . . 

3 white oats or better.. . 


20 days.. 
...do 


35I 


n 


35^ 
34| 


i3 


33^ 


32} 


i 


33 
32 


^ 


^ 


31^ 

301 
































The Electric Grain Elevator Co. 



CONFlBMATTON.-r-Direct purchases, whether '^to-arrive*' or ''on- 
track/' are usually contingent upon the exchange of written confirma- 
tions, especially where the shipper desires to accept for a quantity of 
grain in excess of the limit set m the buyer's bid. Confirmations are 
issued, also, to furnish shipping instructions. The board of directors 
of the Chicago Board of Trade naye recommended the following form 
to the trade: 

form 10.-— confirmation of to-absive transaction recommended bt chicago 

board of trade. 

Chicago, 19 



We herewith confirm piirchase from you of cars 

bushels 

of 

(per 100 lbs. 
per bushel net] 
I)er ton 

lees charges for car inspection, for weighing, and for State inspection terms. 

For shipment 

Bill of order 

Notify 

Subject to the rules of the Board of Trade of the City of Chicago and the regulations 
and requirements of its board of directors. Off erades, if mercluuitable grain, to apply 
on contracts at market differences on arrival. Manifest errors excepted. 



i 



Per : 

(Duplicate to read): 

Accepted and approved: 

If any part of tne contract remains unfilled at expiration, the buyer reserves the 
right without further notice to the seller, to extend time of shipment, to cancel the 
contract, chsuging the loss of the concellation, if any, to the seller, or to buy same for 
seller's account. 



/ 
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The shipment pebiod. — It will be noted from the cards previously 
shown that the shipment period for grain bought ''to-arrive" and 
^^on-track" is most frequently stated as a definite number of days 
or as a designated month or half month. When cars are bought 
^'20 days' shipment/' for example, the plain inference is that the 
commodity must leave the shipping station^ or that instructions be 
issued by the shipper to the earner within 20 days from the effective 
date of the contract. The cars must be shipped within 20 days from 
the date of contract as shown by written confirmation and tne date 
of the bill of lading must indicate this fact. Under these conditions, 
' where cars are shipped within the specified period, the cars can be 
applied upon the contract no matter what length of time may inter- 
vene before their actual arrival at the terminaL 

On the exchanges at Minneapolis and Duluth the term '' to-arrive'^ 
(without other specification) has a technical meaning, indicating that 
the cars must arrive at the terminal market within 20 days from the 
date of sale. Members are of course free to make special contracts 
r^arding both the time of arrival and the period within which ship- 
ment must be made; and they may make contracts requiring that 
cars must not only be shipped within a certain number of days but that 
they must also arrive wiUiin a certain specified period. In Duluth 
the contracts often specify ^'to-arrive," callinjg for delivery at the 
terminal within 20 days in order to meet vessel sailings. Under the 
rules of the Duluth Board of Trade ''if the grain is not delivered 
within the 20-day period, the contract continues in force until such 
time as the buyer makes demand upon the seller for deUvery. When 
demand is made the seller has until 12 o'clock of the next business 
day to fill the same, otherwise he is in default.'' 

Deuveby. — ^The rules for valid deli venr of grain on sales for 
shipment are discussed in connection with the shipping business 
(Chap. V). The question of delivery on direct purchases from coun- 
try points presents few points not covered there. 

** To-amve " purchases are f reauently made on the basis of contract 
grades to facilitate hedging of tne .acceptances. Delivery of grades 
lower than those specified may usually he made at a discount at the 
buyer's option. 

The coimtry run of grain is required to be delivered on " to-airive" 
contracts at Minneapolis, where the milling demand dominates the 
wheat market. It nas oeen ruled ^^ that '^on all sales of grain, 
' to-arrive' the buyer is entitled to receive grain from country points, 
and grain which was not inspected at the time when the sale 'to- 
arrive' was made." In markets where local milling is not so active 
there appears to be less insistence upon receiving the country run 
stuff. During the operation of the CaU Rule in Chicago (1906-1913) 
there was no such requirement.^ But the rule now in force relating 
to '^to-arrive" grain states that it is intended ''that all sales of 
wheat, com, oats, or rye made in accordance therewith shall be 
filled by the delivery of ^ain billed direct from the country point of 
origin to the seller at this market." *• 

w Board oi Directors, Chamber of Commerce, Circular No. 97, Mar. 16, 1909. 

u See Vol. II, Ch. Ill, sec. 5. 

w Bules of the Board of Trade, sec. 32. 
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Regulation op after-market bids. — ^In the primary markets, 
where there is active bidding after hours for grain at country points, 
the exchange regulations usually require that in case a firm departs 
from the official closing "to-^urive" price other representative firms 
shall be notified of the price bid. If the buyer oners a higher price 
to country shippers he is expected to show tnat it is a bona fide bid, 
i. e., based on actual orders m hand; and due publicity must be given 
to the change in price.*® Under the " to-arrive " rules and regulations 
on the Chicago Board of Trade, notice must also be siven to the, 
secretary's office of the price bid and the firms notified. Further-, 
more, it has been the custom to require the firms notified to advise 
the secretary's office upon receipt ot such bids, so that the exchange 
officials may have at all times a reliable check upon the pubhcity 
given to after-market bids when the price set is higher than the 
closing quotation. The regulation of the Chicago Board of Trade 
on this subject should be considered in its entirety: 

After the regular market for grain to-arrive has closed, any member may base his 
bid to persons located outside of Chicago, for wheat, com, oats, or rye to be shipped 
to this market, either upon the closing quotation of said *' to-arrive" market, less the 
r^ular handling charges, or, upon a price hijg^er than said closing quotation: Pro- 
wdedy however, That the member or members departing in their bids from said closing 
quotation shall in every instance comply with the following conditions. 

First. The handling charges prescribed in section 32 of Eule. IV shall be deducted 
from each and every such bid before the same is forwarded to persons located outside 
of Ohicaco. 

Second. All members making such bids shall in eveiy instance file with the secre- 
tary under seal before 8 a. m., on the next business cuty, or by United States mail 
on the afternoon of the day on which such bids are made their authority for making 
such bids. Such authority shall be evidenced, either by a bona fide bid in hand 
from a buyer at this market, or by a clear showing that the member or members 
making such bids to persons outside of Chicago have, prior thereto, made to members 
here bona fide bids in sufficient nimiber and for sufficient quantities to establish 
isdrly a new market level; and further such member or members must show the bids 
so made represent the price thus bid to the members here, less the r^ular handling 
charges. 

Third. After the close of the regular "to-arrive" market, all bids to persons located 
outside of Chicago, shall expire at 9.30 a. m. on the following business day.®^ 

The following letter will illustrate the practice in enforcing this 
regulation: 

Armour Grain Co., 
208 So. La Salle St., 
Chicago, Aug. 29, 1917, 
TheTo-ARRivE Grain Committee, 
(Care Secretary's Office), 

Board of Trade of City of Chicago, Chicago, III. 

Dear Sir: We have authorized the following firms: [Enumerates 37 firms, all 
members of the board, and engaged in the receiving business.] ^^ to bid the following, 
prices for our account to-ni^t: 
3 white oats. Aug.-Sept. shipment 53| cents T. M. & I. P.*^ 
Standard Oats. Aug.-Sept. snipment 54J cents T. M. & I. P. 
We are using the same bids ourselves less the usual commission.** 
Yours very truly, 

Armour Graqt Ck>«, 
(Signed) W. A. Eraser. 

■ 

w See Vol. II, p. 292. 

^ Regulations in force Mar., 1921. 

» Each name on the list, as on file in the secretary's office, is checked to show that each individiial firm 
has sent in a notice to the office that it has received the Armour bid. 

«>The abbreviation "T. M.'' means Trans-Mississippi Billing: **1. P." means IlMncis Proportiona] 
Billing. 

M The expression 'Mess usual commission" meant, under the conmiission rule then in force, \ cent off 
in case of oats. Thus Armour's bid of 53f less the commission meant a bid to the country of 53t cents. 
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The following letter illustrates the requirement of publicity of 
overnight ^'to-aiyive'' bids on the Kansas City Board of Trade: 



Kai^sas City, Mo., Augu$t 18^ 1917, 
E. D. BiOELOw, Secretary. 
A. J. Poor Grain Co. 
W. S. Nicholson Grain Co. 
Shannon Com. Co. 
HoEBEL Grain Co. 
A. C. Davis Grain Co. 
E. D. Fisher Com. Co. 
E. E. Boahen Grain Co. 

Gentlemen: We are making the foUowii^ bid to-night basis, Kansas City weights 
and grades: 
54^ K. C. )(3 or better white oats, August shipment. 
b^^ K. C. i|3 or better white oats, September. 

Yours truly, 
S. Moore-Seavbr Grain Co. 

It has been the custom in the secretary's office at Chicago to keep 
a tabular list of after-market bids reported, showing the date, the 
firm making the bid; the price, the commodity, and the period of 
shipment, viz: 



5A6 Quaker Oats Co. 

6/1 Rosenbaum Bros. 

6/6 
6/7 

11 It n 

tt il n 



Harris Winthrop 
Armour Gr. Co. 



(( 



(( 



1.621 
1.67 
1.65 
.64i 
.63^ 
.63} 
.63} 



3W. O. 
N. 2 Rye. 
N. 2 Rye 
St. O. I. P. 
3W. 0. 
St. 0. 
3W. 0. 



10 days. 
July. 
August. 
15 days. 
10 days. 
10 days. 
15 days. 



Conditions affecting the '^to-arrive'' business. — ^TheVolnme of 
shipping direct to buyers is considerably influenced by the demand 
for cash grain in the terminals and the existing relation between the 
futures and cash prices^ as well as the car supply in the coimtry. If 
the spot market is running at a premium over the futures market it 
may be more profitable to ship on consignment, since the " to-arrive" 
price is influenced by the future as well as by the spot price, and 
will therefore, presumably, also show a discount.** Where country 
elevators wish to protect themselves against a possible decline in the 
market, they often cover purchases of stocks on hand by sales *' to- 
arrive." Commission firms sometimes urge their counfry elevator 
customers to sell part of their stocks ^^to-arrive" against a possible 
decline in the marKet. 

When the grade of a crop is known to be extremely high or ex- 
tremely low, the consignment method becomes preferable to selling 
direct, since the country grades are often not very reliable and more 
satisfactory returns may be obtained by selling in the sample market 
than from '^to-arrive*' sales on a grade basis. It is said to be dif- 
ficult to get bids from Chicago except for contract grades, irrespective 
of the condition of the crop, the reason being that the buyers un- 
dertake to keep in position to hedge all commitments. This is 

» The following extract from a market report will illustrate this point: 

"Country acceptances of wheat on overnight bids have been small the past few weeks. With export 
demand gen^raUy dull and premiums (on futures] as a rule under [or below] a workable basis, termmal 
dealers have not been inclined to issue firm bids, and country shipi>ers have preferred to consign their 
wheat direct. As a result oflerinn on the carlot market last montn were much larger than in January, 
when receipts were larger but included much grain arriving on contract. Liberal amounts of consigned 
wheat are en routefrom Kansas and Oklahoma to Gulf ports, which is iMing traded in actively." (Kansas 
City news in the American Elevator and Grain Trade, Mar. 15, 1921.) 



70 TERMINAL GRAIN MARKETING. 

illustrated by the complaint voiced in the following lettef written to 
the secretary of the Chicago Board of Trade in 1918 1 

I do not pretend to be an expert on future trading or hed^ng in connection with cash 
transactions, but it does seem to me that it is very inconsistent under existing condi- 
tions for terminal elevator buyers to insist upon malring bids for com to-arrive on l^e 
basis of grades deliverable on contracts, when there is no such com in existence and a 
very small percents^ of the com that will be shipped can be dried so that it wiU 
enter into contract grades. Why is it not a practical proposition for the terminal ele- 
vator operator to engage in a business of merchandising the com as it exists as to quality, 
malring purchases as required to fill the actual sale and basing such sales and purchases 
on a grade or quality bv samples lower than the contract grade and thus establish its 
business on the basis of the quality that exists instead of the ideal quality that does 
not exist? 

The numerous bid cards •• examined tend to show that purchasers 
and terminal market dealers buying from territory east of the Mis- 
sissippi are more frequently inclmea to buy on-track and finance the 
transportation costs than those buving from territory farther west 
where there are fewer outlets availaole to the country shippers. 

Economic effects op selling direct. — ^The most conspicuous 
effect of marketing grain by direct purchase is, the increase In cash 
trading oflf exchange. Extension of the *^ to-arrive" and '^on-track 
business frequently narrows the trading on the exchange floor. As 
already noted, this has led to the adoption of exchange rmes requiring 
the equivalent of a commission, as weU ss the customary terminS 
charges, to be deducted from bids or prices on purchases direct from 
the country. 

Both advantages and disadvantages in the practice of buying direct 
from country points have been enumerated by the trade. It 
appears that the method is generally favored by large dealers, such as 
terminal elevator operators who are interested in handling round lots 
of grain, irrespective of the premium quaUties inherent Si any par- 
ticular car. Opposition to an increase in direct trading has come 
generally from commission men and other traders who are especially 
interested in the maintenance of sample markets. 

The advocates of direct buying by means of '* to-arrive'* contracts 
contend that '^to-arrive'' bids are important in that they form the con- 
necting link between cash and future prices and render the market 
values more certain ; that the ''to-arrive bids give the country shippers 
a reUable basis for buying from producers and so tend to remove tm- 
certainty as to the values in the coimtry markets; that the to- 
arrive sale frequently offers the country shipper a more dependable 
hedge than the sale of the future and that the necessity of hedging in 
the future market is thereby transferred to the buyer in the terminal, 
who is presumably equipped with a better knowledge of future trading 
methods. 

In opposition to purchasing direct on to-arrive contracts, it has been 
.asserted at Chicago that witnout exchange regulation direct buying 
results in a concentration of the grain business in the hands of a few 
large operators and the graduS elimination of the open-sample 
market. Commission men m Milwaukee have stated this to be a real 
menace. It has been further alleged that this method increases the 
speculative risks of terminal buyers who put out bids overnight and 
run the risk of being able to hedge their acceptances during tne next 

M Forms 4 to 9, inclusive. 
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morning's market, and that direct selUng from the country leads to 
speculation on the part of shippers who accept " to-arrive" bids before 
purchasing from producers. 

Section 9. Harketing operations of line- elevator companies. 

Extent op this type op organization. — In the earlier days of 
grain marketing, when the system of trunk line railroads was in 
process of deyeiopment and wnile capital was scarce in the produc- 
mg areas, corporations were oreanizea for the construction of lines" 
of elevators along the railroads and their branch lines (sometimes 
along the rivers) to provide marketing outlets for the newly developed 
territory and to supply the milling and shipping demand at the 
larger centers. Frequently the railroads assisted these line-elevator 
companies in order to build up the grain traffic. 

The la]:]^est conunercial-line companies, i. e., those operated for 
merchandising purposes, are located in the Northwest. Further- 
more, in many of the larger producing States, line companies have 
been organized or acquired by milling interests as feeders for mill 
consumption. In the Southwest — Kansas, Oklahoma, and Colo- 
rado — ^hne-elevator development by mills has been particularly 
important. 

Line-elevator companies operating as merchandisers were char- 
acteristic of the grain trade as devdoped in the Northwest during 
the seventies and eighties; and trading corporations of this character, 
operating in a few instances more than 100 local elevators in one 
system, nave continued to operate in that area. line companies 
of this character hold exchange memberships and are in position to 
market grain through their own selling agencies at the terminals, or 
to sell it through commission houses at members' commission rates; 
the latter being a not uncommon method.^^ Line-elevator systems 
were also built up in Nebraska, Iowa, Missouri, and in other Middle 
Western States. 

The sites for the local elevators of line companies, as well as for 
the other country elevators, are usually leased from the railroads. 
There is considerable variety in the conditions of lease. For example, 
one lease stipulates that the elevator must be ' ^ operated for public use 
and safe and prompt receipt, elevation, and delivery on board cars 
of grain purchased at fair and reasonable rates without discrimina- 
tion." Ajiother lease has a similar clause with the exception that 
the elevator must furnish facilities for receiving, elevating, and 
delivering grain, and ^'charge fair and reasonable rates. One 
prescribes that the elevator is to be used '* in accordance with such 
rules and r^ulations as the railway may from time to time prescribe," 
and that the elevator must be operated in ^'a prompt and efficient 
manner to the satisfaction of the railroad." One railroad fixes a 
maximum charge of 2 cents per bushel for ''receiving, storing for 
not longer tiian 10 days, elevatmg, and delivering grain at said 
elevator, or such rate as the railway company shall from time to 
time direct," and provides that ''the elevator will clean all graia 
delivered * * * if required at prices satisfactory to railway com- 
pany." Another lease provides that the elevator must be operated 

^ Frequently the line company in the Northwest also operates a ooouuission business through which 
it may dispose of its grain. 
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''for public use without discrimination/' and ''shall at all times fur- 
nish all requisite facilities for the receiving, eleyatine, cleaning, and 
shipment of grain to the reasonable satisfaction of the railway com- 
panj and so as to give no ground for comolaint to anyone doing 
Dusmess thereat." One of the leases specified above further provides 
that the elevator " shall furnish to the railway company, up^on request, 
a statement of the amount, kinds, and grades of grain in the said 
elevator; and in default thereof, the railway companv shall have the 
right to enter upon the premises and examine the docks and records/' 

xhe elevator compames frequently agree to ship all their grain over 
the railroad of the lessor. A clause in one lease, for example, pro- 
vides: "No other railroad or transportation company, or person 
engaged in transportation, shall be allowed to use any track now or 
herewter upon or extending to the premises without permission in 
writing of tne railway company, and the railway company shall have 
exclusive right of carrying all grain to be transported by rail to or from 
said elevator." Another lease contains the following: "The lessee 
hereby agrees to ship all freight he can control by the lessor's rail- 
road durmg the continuance of the tenancy hereby created." One 
railroad stipulates in its leases that the elevator, as far as it has 
control, "will route all shipments to and from demised premises 
over the railroads of the lessor and connecting lines selected by the 
lessor" whenever the transportation rates are not greater than those 
of other raUroad companies. 

It is doubtftd, however, whether the railroads try to enforce all 
or even any of these provisions. Apparently they are inserted largely 
to protect the rights of the railroad companies in case of disagreement. 

During the past 25 years the movement for fanners' elevators has 
retarded the progress of the line companies both in volume of re- 
ceipts and number of elevators operated, and in many instances 
local stations have been sold by line companies to cooperative 
companies.®* The commercial line company type of organization, 
however, is still in active operation throughout the principal grain- 

f rowing areas,*® and in Minnesota, North and Soutn Dakota, Ne- 
raska, and Montana they apparently operate more country elevators 
than any other one type of organization. In most of the other States 
considered (Indiana, Illinois, Iowa, Michigan, Ohio, Wisconsin, Mis- 
souri, and Kansas) the independent country elevator is a more fre- 
quent type. As already stated, lines of elevators operated by mills are 
especially prominent in Oklahoma and Kansas.^® These concerns, 
however, take little or no part in the movement of grain toward the 
primary markets. 

From a survey of over 9,000 country elevators and warehouses of 
all types and in all producing sections it appears that about 36 per 
cent were operated by commercial line companies in 1918.'^ Elimi- 
nating the elevators and warehouses operated by millers and con- I 
verters, it is fair to assume that at least until very recently about 40 
per cent of the elevators and warehouses shipping to terminal markets 

» See Vd. I, Chap. II. sec. 11, Chap. IV, ^13, and Chap. XI, sec. 11. For example, one Kansas City line 
company which formerly operated 60 houses in Kansas gradually gave up its elevators from 1906 to 1918 
until it was operating only 2 houses in the country. 

• See Vol. 1, Table 13. 

70 Thirty-eight per cent of the country elevators in Oklahoma and 19 per cent in Kansas. In 1917 the 
Kansa.s Flour MiUs operated more than 100 elevators'. 

" Vol. I, Table 13. 
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were commercial line hotxses. Occasionally the line-house local ele- 
vator managers are instructed to ship to other grain dealers or com- 
mission merchants, so that it is difficult to determine the total volume 
handled by the main offices of commercial line companies. There is 
some evidence, however, that marketing through tne main office is 
more frequently the practice at Minneapolis than elsewhere, and the 
retimis from that market during the five-year period 1913-1917 show 
that about 28 per cent of all CTam shipped to Minneapolis was brought 
in and (presumably) handlea by the main office organizations of com- 
mercial line companies. 

The actual buying and handling of grain by country elevators in 
the northwestern grain States has been described m Volume I, 
Chapters V and VI, of this report. In the case of line elevators, 
particularly the large ones with head offices at Minneapolis, it is 
necessary that the activities of the country agents be closely super- 
vised in order to prevent irregularity and to conduct the business of 
the company efficiently. . As a part of this supervision the agents of 
the line companies are required to send to their head offices detailed 
reports of the business done each day (Vol. I, Chap. V, and sec. 
2 of Chap. VI). 

In admtion to these daily reports, line companies employ traveling 
superintendents who visit the elevators ana keep a check on the 
business done by each agent.^ These superintendents make regular 
visits to each station in their territory and also are available. for 
emergency calls. In addition to keeping informed of the operations 
of the elevators operated by their employers these superintendents 
are frequently called upon to settle disputes between country agents 
and also have been instrumental in effecting agreements and under- 
standings as to prices and other competitive matters (Vol. I, Chap. 
XI, sec. 21). 

These superintendents usualljr have headquarters at some town 
from which they can cover their territory to the best advantage. 
Each superintendent usually has about 25 elevators under his super- 
vision, which is believed to be the largest number one man can 
look after efficiently. By means of these superintendents and the 
agents' daily reports the head office is kept in close touch with the 
general situation at each country station where they operate eleva- 
tors. All reports, both from the agents and the superintendents, 
are carefully checked. Errors are called to the attention of the 
agent responsible and explanations required. These reports form 
the basis for many of the accounting entries at the head office. The 
quantity of grain to be insured and the quantity to be hedged are 
also determined from the reports received from country agents. 

Price instructions to agents. — ^The line companies in the North- 
west very often instruct their agents to f oUow as closely as possible the 
Grain BuQetin cards which are sent out by a private quotation 
agdhcy.^^ In other sections of the producing area the companies 
sometimes prepare daily price instructions of their own, and some- 
times theprice information is furnished by mills or commission 
houses. Tne following form was used by the Hynes Elevator Co., at 
Omaha: 

"SwCbap.Vm, 
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Form 11.— PBICE INSTSCCTION CAKD FOR UNE-BLEVATOR AGBNTa 

Station, 191. . . 

On receipt of this card we pay the following prices lor grain until further notice: 
Ear com lbs 

3 com 

4 com 

No erade com 

3 yellow com 

3 white com : 

3 white oats, testing 28 lbs. or more 

4 white oats, testing 22 to 28 lbs 

3 mixed oats, testing 28 lbs. or more 

2 hard wheat — new, 60 lbs 

2 hd. wheat, dark variety, 60 lbs 

2 hd. wheat, yellow variety, 60 lbs 

3 hd. wheat, testing 59 lbs. or more 

3 hd. wheat, testing 58 lbs 

3 hd. wheat, testing 57 lbs 

3 hd. wheat, testing 56 lbs 

4 hd. wheat, testing 55 lbs. or more 

4hd. wheat, testing 53 to 55 lbs 

No grade hard wheat, dry, sweet 

No grade hard wheat, damp, bin burnt, musty, sour, or hot 

2 rye 

3 rye 

4 rye 

Mcdting barley 

Feed barley. I 

A CMc^ line comply, during th, ,.^n of h,.^ g™io mov- 
ment, made a practice of sending a daily price letter to each agent, 
while any changes necessitated by a fluctuating market were tele- 
CTaphed to a central point (Pontiac) and from there telephoned to 
me agents. Another concern operating lines, at 1.30 p. m. daily, 
telegraphed to its agents the closing pnces of the Chicago Board of 
Trade, and these formed the basis of country prices for the day. 
Any sudden or violent market changes were communicated imme- 
diately with instructions covering purchases. The agents of an In- 
dianapolis company received pnce quotations daily by telephone 
from the superintendent. A St. Louis company kept in touch with 
its agents by means of the telephone and telegraph, besides frequent 
letters. The agents of a Kansas City company were informed of 
current market prices by means of evening letters sent out by the 
company, supplemented by telephone or telegraph messages when 
necessary.'* 

Teiaffio departments. — ^In prosecuting claims for loss and in 
other traffic matters the individual country shipper is largely de- 
pendent upon the consignee when he ships on consignment; the line 
companies, on the other hand, frequently operate traffic and claims 
departments of their own. 

In the decision of the Interstate Commerce Commission on Claims 
for Loss and Damage'* (Feb. 4, 1918), it was pointed out that ''the 
shippers fiUng a majority of the claims were flie Une elevator com- 
pames or those having a general office at a terminal market and 
operating a line of country elevators where the grain is purchased 
and stored preparatory to shipment." 

Ts For further details of oountry price services^ se^ Qhap. VHI^ and Vol. I, Cbap. vm, sees. 1-^. * 
7^ ^ I* C* C*y p« 630t 
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Some of the line-eleyator companies were more zealous than others in filing claims. 
On each road there were one or two shippers who filed a large proportion of wl claims. 
On the Great Northern, for example, the claims of the St. Anthony & Dakota Qo. 
represented 27per cent of the entire loss claimed, although it shipped but 11 t>er cent 
of the cars. This company filed claims on 40jper cent of its smpments. On ship- 
ments to Minneapolis, via the Minneapolis, St. Paul & Sault Ste. Marie, the claims of 
the Osbome-McMillan Co. embraced 25 per cent of the entire loss claimed, although 
it shipped but 6 per cent of the total number of cars. On the Chicago, Milwaukee & 
St. Paul, the Empire Elevator Co. shipped 5.1 per cent of the cars to Minneapolis and 
claimed 32 per cent of the total loss. It shipped 0.8 of 1 per cent of the cars to Chicago 
and claimed 15 per cent of the loss. 

The highly organized line companies are very insistent in requiring 
their agents to send in detailed shipping reports, since over a large 
system such incidental losses may aggregate a considerable amount. 
(Jn the basis of these reports, claims for loss or damage can be 
prosecuted from the head office. 

The followinjg form used by a MinneapoUs company for claims on 
loss in transit is instructive as an illustration of tnis practice: 



Form 12.--CLAIM FOR LOSS IN TRANSIT. 



F. C. A. No. 



Our claim No. 



MiNNBAPouB, Minn., 191- 



To MiNNBKOTA ElBVATQB ComPANT, De. 

Wholesale Grain Dealers, 65$ Chamber of Commerce, 
To loss in transit as follows: 

From 



to 



Bate. 


W.B. 


Car. 


Initial. 


Contents. 


Weights. 


Loaded. 


Received. 


Shortage. 


i 

















Figured from depth measurement of inches. 

Figured from test weight of lbs. per bushel. 



{weighed ] 
Iby shipper, 
estimated) 



Pounds. 


Grade. 


Grass bu. 


Dockage. 


Net bu. 


Price. 


Amount. 


















Attached (as checked): 

1. Report of shipment. 

2. Bmofladinf;. 

3. Expense bill. 


Freight.. .r. 














Amount of 


claim 


1 













4. AmdaTit of wei^ts loaded. 

5. Certificate of weights received. 

6. Certificate of inspection. 

7. Affidavit of depth loaded. 

8. Weighmaster's report. 

9. Certified copy of Invoice. 
10 



Bemabks: 



Please advise your claim number and place in line for prompt settlement. 
Shipment report No 
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Supervision of agents." — ^Essential factors in the successful 
operation of line-elevator systems are the securing of competent 
local agents and the maintenance of a rigid supervision over their 
operations in the local markets. Most of the lar^e companies^ as 
afready stated, employ traveUng superintendents wnose duties are to 
supervise local agents and correct practices found to be unprofitable 
to the company. The local manager of a line-company elevator is 
usually bonded, is more closely supervised, and enjoys less independ- 
ence of action than any other operator in the country market. 
The policies of the company are determined from the head oflSce and 
are explicitly defined for the local agent. 

Several line companies issue printed instructions to their agents 
who must promise to comply with them while in the employ (3 the 
company. At least one Minneapolis company has issued a pamphlet 
of instructions to its agents, relating the requirements of the bonding 
company, and giving detailed directions as to fire protection and 
insurance, office and elevator management, power and engine-room 
management, receiving of grain, grading of grain, dockii^ of grain, 
weighing of grain and coal, binning and disposition of grain in elevator, 
coopering of cars, loading of cars, shipping, issuing and buying grain 
storage tickets, forms of reports, relations with competitors, ete. 

Competitive methods. — ^The competitive methods of line-elevator 
companies in the country have been set forth in Volume I, Chapter 
XI, of the report. 

Examination of voluminous correspondence ^® has shown that line 
companies iu the Northwest have forbidden their agents to overgrade 
and underdock and that they have tried to prevent other local dealers 
from engaging in such practices. Furthermore, they have not as a 
rule favored any modification or elimination of charges for elevation 
and storage in country markets; i. e., for handling grain for producers 
prior to purchase. The evidence also shows that the line companies 
m the Northwest have preferred to adhere to *'Ust'' prices (pnces on 
the Grain Bulletin card), and that they have tended to follow rather 
than to lead their competitors in bidding up the local market prices.^^ 
When nonliue competitors have secured business through overgrading 
or underdocking, free elevation, or free storage, etc., the line compa- 
nies have usuafly instructed their agents to meet this competition Dy 
bidding up the price rather than by employing such methods. Under 
the antidiscrimmation laws in force in some States ^^ it has become 
necessary f or Ime companies to offer the same price basis at all country 
markets, subject to tne exception of meeting competition. The cor- 
respondence of the line companies is replete witn complaints from 
the head office of one company to another regarding competitive 
practices at specified stations and making requests, demands, and 
suggestions for adjustments; and they also show a general effort to 
rectify conditions detrimental to line company interests. There is 
plenty of evidence of actual agreements as to prices, grades, etc., 
between the head offices of line companies in the Northwest, and 
even more evidence of mutual cooperation in the same matters. 
Positive instructions and frequent suggestions have been issued to 

7^ For further discussion of supervision of line elevators, see Vol. I, Chap. VI, sec. 2. 

'• See Vol. II, Chap. XI, sees. 15, 16. 

n Vol. I, pp. 275-282. 

» Vol. I, chap. XI, sec. 16. 
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local agents at competitive points with a view to keeping them on 
harmonious terms with the other agents at such markets. When cor- 
respondence fails to harmonize a particular local point with reference 
to prices, grades, dockage, etc., a traveling superintendent or auditor 
is ^equenuy sent on to make a satisfactory arrangement.^' In some 
instances it is known tiiat the agents of one line companj have been 
directed to act according to the instructions of a supermtendent of 
another line company. 

Where the line companies have been confronted with the ** cooper- 
ative movement'' they frec[uently have been obliged to close tneir 
houses, since the cooperative often obtained so large a voltmie of 
business that certain of the lines found it unprofitable to operate at 
that point either temporarily or permanently.*® 

The correspondence examinea indicates that agreements at local 
stations have been originated more frequently by line-elevator com- 
panies than by cooperatives or independents. These agreements have 
often resulted as a reaction from severe competition m certain local 
markets and have^ probably, at times, enaoled a line elevator to 
continue to operate when it might otherwise have been impossible.'^ 

Alleged economy of line-elevator operation. — In considering 
the question of economical distribution the following arguments have 
been advanced in favor of line-elevator systems: 

(a) That by holding exchange memberships the line companies 
operating from terminal markets can either eliminate commission 
charges or, when selling through commission men, can secure mem- 
bers' rates.*^ 

(6) That by operating on a large scale they can employ specialists 
to work out operating standards and records whereas each inde- 
pendent local elevator must work out its own system regardless of 
the practices at other stations. The line company is in position to 
bring each of its elevators up to the standards maintained by the 
most efficient. 

(c) That through their traffic and claims departments at the head 
office they can obtain cars and prosecute claims for loss and damage 
more effectively than in the case of any individual country dealer. 

(d) That the line-elevator companies (at least in the Northwest) 
consistently hedge their grain, and by so doing are able to secure 
credit from termmal market banks at mmimum rates. 

The major argument advanced against the Une-elevator system is 
that it tends toward concentration and a resultant lessening of 
coinpetition for grain in the producing areas. There seems to be no 
douDt that price agreements and divisions of receipts have char- 
acterized line-company operations in country areas, and that the 
cooperative movement gamed impetus because of the evident lack 
of competition in the country markets. The fact that cooperative 
country elevators in competition with the lines have handled more 

"Idem, sec. 21. 

•0 The comparatiYe margins and returns on investment, as between the various types of country elevators, 
api>ear in Vol. IV. 
"See Vol. I, Chap. XI, sec. 17. 
n Members' rates are usually half those charged to nonmembers. 

56976**— 22 7 
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Sain, paid higher prices^ and increased competition for individual 
bs at many country pomts, together with the patronage dividend 
feature often employea, have operated adverselv to the hne-elevator 
plan of distribution.** It appears probable that agreements and 
understandings as to prices, competitive methods, and divisions of 
receipts in the country markets (sometimes instituted by individual 
local companies as well as by the lines) serve the line companies 
to-day ratner as a means of remaining in business than as a method 
of controlling the local markets. 

" For flnaiifiiftl results supparting this oondusioii, see Vol. IV. 
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Chapter III, 
TRANSPORTATION AND RAILROAD TERMINAL FACILITIES. 

Section 1. Relation of the freight rate stmctnre to grain marketing. 

The rate increases of 1920. — ^Transportation rates and trans- 
portation facilities have been of primary importance in the main- 
tenance of grain markets at terminal points; and transportation has 
recently been absorbing an increasingly laise part of the total cost of 
distributing grain ana grain products. Certain effects of freight 
rate adjustments upon me growth of individual terminal markets 
are set forth in Volume II of the report. The importance of such 
adjustments with reference to competing markets was emphasized 
in the decision on Increased Rates, 19^0,^ by the Interstate Commerce 
Commission; viz: 

There are in the Middle Weet a number of important grain markets through which 
it has been customary to maintain an equalization of the rates'from important produc- 
ing States to important c<msuming regions, under which the sum of the rates into and 
out of the various markets is in most cases equal. This adjustment differs from an 
ordinary differential basis in that it is in substance providing an equal tiirough charge 
over various routes between the same points by the use of sums of proportional * rates 
rather than the establishment of joint through rates or of transit. The application of 
different percentages in the various groups wm result in dislocation of this equalization. 

Carriers and shippers unite in recommending that this equalization be continued 
because of the keenlv competitive situation of the various markets and of the lines of 
railway serving sucn markets. However^ sufficient detailed information to cover 
fully the situation is not before us upon tins record. We find that the grain rates into 
and out of these markets may be increased b^ the general percentages herein approved, 
with the understanding that the carriers will, within 30 days after the service of this 
report, file tariffs restoring the equalization through the jopFain markets now enjoying 
that basis. 

That is, in the car-lot grain market, differences in the price of grain 
on a deUvered basis, as between the various terminals conf onn very 
closely to the differences in transportation charges. Railroad con- 
gestion and an inadequate car supply, or other influences, may widen 
me spreads between markets, as these conditions did in the period 
from November, 1919, to August, 1920. Again, the premiums which 
sometimes prevail for spot grain and the variations in value within 

1581. CO. 220. 

s The "proportional rate" was devised to equaUse rates for shipment via one gateway as compared with 
existing tfirou^ rates via another gateway, it also provided a through rate basis for certain interior points 
which were formerly restricted to local rates or a combination thisnot. It enabled shippers already enjoying 
a throa^ rate via one route to consuming territory to obtain a similar rate via a diflerent Junction point or 
terminalmarket. It also enabled shh»pers in producing territory who had never been allowed a through 
rate to obtain such a rate by combination via a given gateway or basine point. The existing local rate was 
replaced by a so-called "proportionar' into the junction point, and this proportional was combined with 
another proportional out of that junction point so as to provide a throueh billing. The intermediate gate- 
ways or Junctions in this rate structure were known as " basing points.'' In the case of grain, the basing 
point was u^ially a terminal market. It was thus made possible for a grain dealer in Chicago, for example, 
to buy grain in towa for ultimate shibment to New York on a through rate: or for a Minneapolis shipper to 
bring in grain tram the country on a ''proportional '' and ship the gnun, or its equivalent in grain products, 
out of the market on the same billing. 

In determining freight rates between two points the rate by the shortest or most direct route is the pre- 
vailing maximum through rate which the longer and more indirect routes must not exceed if they are to 
partic^te in the traffic. A " reshipping " rate is often referred to as a "proportional," meaning the part of 
uie throng rate covering the haul from the primary market to destination. (Vol. II, pp. 43, 44. ) 
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the same grade under conditions of sample buying at milling centers 
necessarily affect the spreads as between markets; but for shipping 
purposes it is generally true that the price differences between ter- 
minal points are closely approximate to the freight rate differentials. 

Accordingly the percentage increases in freight rates, which became 
effective after July, 1920, operated to the disadvantage of the more 
distant shippers and dislocated the adjustments between markets, 
which had been constructed in most instances on a competitive basis. 
To consider the country shipper first, the rate from Ellsworth,' 
Kans., to Kansas City was increased from 16 cents per 100 pounds 
to 21i cents * per 100 pounds, while that from Brantford,* N. Dak., 
to Duluth was mcreasea from 17 cents to 23 cents* per 100 pounds, 
and that from Martinsdale,' Mont., to Minneapolis from 36 cents to 
48 cents * per 100 pounds. The increase was 5^ cents in the first 
rate, 6 cents in the second, and 12 cents in the third. Without further 
analysis it is apparent that the coimtry shipper who customarily 
shipped the greater distance was more seriously affected by^the rate 
increase than the shipper who shipped the lesser distance; and that 
the effect of the general increase upon country shippers was to lead 
them to ship to a nearer bujer's market, if possible, in order to shift 
part of the burden of the freight increase to a manufacturer or another 
dealer. * 

The freight rate increase was of immediate concern to the terminal 
market dealers, since in the shipping business a few cents advantage 
secured by the markets operating over one route as against those 
dependent upon another may constitute a decisive competitive 
advantage. Certain effects of the rate increases of 1920 upon this 
situation appear from a consideration of the export rates. The 
comparative export rates from three primary markets are shown in 
the following tabulation: 

Rates on grain for reshipTuent.^ 
[In cents per 100 pounds.] 



From— 



Omaha.. 

Do... 
St. Louis. 

Do... 
Chicago.. 

Do... 



To- 



Galveston (export) 

Baltimore (eiroort) 

New Orleans (export). 
New York (export) . . . 

do 

New York (domestic) . 



Kindofi:ate. 



Joint. 



Proportional . 

....do 

do 

do 



As of 


As of 


«' 


Mar. 1, 


1921. 


29 


39 


36 


52 


17 


23i 


26 


38 


23 


33 


24J 


34i 



As of 


May 15, 


1921. 


39 


48 


23i 


«34,»38 


«30 •33 


34J 



1 Rates applying for shipment to points beyoad or <m shipments/rom points beyond, 
s Applies only as reshipping or proportional rate, provided shipments originate at points west of the 
west Dank of the Mississippi River jfrom which there is no through joint rate in efEect. 

• Applies only as reshipping or proportional rate from territory not covered by reference "2. " 

• Applies only as reshipping or proportional rate on traffic originating at points in Northwest territory, 
trans-Mississippi River territ(»*y, and northern Iowa territory, from which there are no joint through rates 
in effect. 

• Applies as reshipping or proportional rate on traffic originating at points' beyond from which no through 
rates are in effect. 

It will be seen that the dealer at Omaha shipping on export billing 
had, on July 1, 1920, a differential of 7i cents m lavor of Galveston 
as against jBaltimore; whereas on March 1, 1921, this differential 
amounted to 13 cents. 



* Assumed to be the center of production of the State. 

* This was the rate on May 15, 1921. 
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Likewise, by the percentage increase^ the differential in favor of 
New Orleans as compared with New York on shipments from St. 
Louis was increased irom 9 to 14^ cents, and comparisons of other 
differentials on export shipments from the interior showed much the 
same situation. 

The differential as between domestic and export rates was not 
changed for the Atlantic ports, since it was required ^ that the 
former ''port differentials" oe maintained. The percentage increase 
did operate to widen the differences between export and domestic 
rates to other ports, notably Galveston. 

With ocean rates to Europe from the Gulf almost on a parity with 
those from the Atlantic ports, as they frequently were during 1920-21, 
the widening 6f the diner en tial effected in 1920 was responsible for 
an increaseaexport movement via the Gulf routes. 

Subsequent adjustments. — Complaints and controversies over 
these rate relations led to conferences early in 1921 between repre- 
sentatives of the grain markets, the Atlantic and Gulf ports, and the 
carriers of eastern and western territory. The representatives of the 
Minneapolis, Missouri River, and Chicago markets proposed reduc- 
tions of 8 cents on export ana 9^ cents on domestic traffic from Minne- 
apolis to New York, reductions of 2 cents from the Missouri River 
to Chicago, 4 cents from Chicago to eastern points, and 6 cents from 
the Mississippi River to eastern points. 

These petitions were laid before the Interstate Commerce Commis- 
sion and certain reductions in export rates were advised. The 
director of traffic, with the approval of the chairman of the Interstate 
Commerce Commission, made the following comments * on the general 
situation: 

4. It is lecogaized that the differentials on traffic from the Missouri River to the 
Gulf ports for export as compared with Atlantic ports for export and of the all-rail 
rates from Minneapolis to eastern points as compared with the through Isbke-and-ndl 
charges have been widened to an extent to make desirable reductions merein. Read- 
justments of rates to bring[ about this end, however, must be approached with extreme 
caution and having in mind all the factors which have led to the existing situation 
and which are likely to exist in the near future. 

It has been demonstrated that during the past season there has been a relatively 
greater movement of grain to Gulf ports as compared with Atlantic ports than existed 
<di!Uing the previous four seasons. It is not considered, however, that this change in 
the trend of movement is whoUv the result of the widening of rail differentials. 

Unusual conditions appear to have existed in the grain trade and particularly with 
xespect to the ocean transportation charges, which have imdoubtedlv been factors in 
determining the movement during the past season. The differences heretofore preva- 
lent, Gulf ports over Atlantic ports, have been materiallv lessened during the past 
season, in many cases rates from the Gulf ports being no iiigher than those from the 
Atlantic seaboard, which leads to the conclusion that movement via the Gulf would 
have been stimulated had there been no widening of the rail differentials. It is con- 
ceded that as conditions become more nearly normal, the ocean rates from the Gulf 
ports will inevitably become higher than those from the Atlantic ports. While no 
information as to the trend of ocean rates since February 1 is availaole, an increased 
exportation of ^rain from Atlantic ports would indicate a tendency to return to normal 
ocean rates and further demonstrate that the relativdy greater tonnage to the Gulf 
ports during the fall of 1920 was not wholly due to rail rate differences. 

5. As above stated, practically all the rates involved are related one to another, and 
changes in one rate must be carefully considered with respect to the effect which such 
chai^eB may have upon othet rates. Reductioiis in rates east of Chicago and the 
Miasissipm Kiver upon erain originating at the Missouri River may be restricted to 
Missouri JUver grain only by the expedient of establishing joint through rates less 

* Interstate Commerce Commission Ex Parte 74, p. 253. 

• Letter of W. V. Hardie, director of traf&c, Kar. 30, 1921. 
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than the minis of the proportional rates to and from Chicago or the Mississippi Biver. 
For years rates into and out of the principal primary markets have generally oeen not 
greater than the through rates. In our report in ex parte 74 the importance of main- 
taining this equalization was recognized, and it is not thought desirable at this time 
to recommend readjustments of rates which will have the effect of destroying such 
equalization. 

It must therefore be assumed that whatever reductions are to be made from the 
Missouri River to Atlantic ports should be in the proportional rates east or west of 
Chicago, or both. Beductions east of Chicago and the Mississippi River reflect 
themselves not only as to traffic from the Mi^uri River but as to all other grain 
tiaific originating in the West, thus making reductions in such rates vital to tiie 
revenues of the carriers. As the rates from Lake Erie ports and eastern points ap- 
plicable upon grain brought into such ports by lake have a definite relationship to 
the all-rail rates from Chicago and Milwaukee they may not be maintained upon a 
basis which will result in unduly high through lake-and-rail charges as computed 
with the all-rail rates, unless the lake route is to be substantially closed. 

Reductions in the rates east of Buffalo, termed ^'at and east rates," are reflected 
in the revenue upon grain originating not only at Lake Michigan ports but at Duluth 
and Canadian ports. 

6. Having in mind these and other factors, it is not found consistent to recom- 
mend to the rail carriers that they shall adopt the proposals of the Minneapolis or of 
the Missouri River and Chicago markets. 

As a result of these recommendations new tariffs were filed show- 
ing certain reductions in the export rates. Those appUcable to the 
th^ee markets included in the last preceding table were as follows : 

(a) A reduction of 3 cents east of Chicago in the all-rail export rates on grain and 
grain products. 

(&") A reduction of 1 cent on grain and gpin products from Missouri River points 
(including Sioux City) to Chicago and Chicago rate points, limited to apply upon 
export traffic only. 

{c) A reduction of 4 cents in export rates east of St. Louis on grain and grain 
products. 

These changes reduced the differentials as between Atlantic and 
Gulf ports to a basis very close to the adjustments prevailing prior 
to July, 1920. In fact, the widening of the differential in favor of 
the Gulf, as compared with July 1, 1920, now amounted to less than 
1 cent per bushel (for wheat) in most instances.^ 

Relation of 1921^ bates to prices. — ^As an indication of the rela- 
tion of rail rates on grain for shipment from west of the Mississippi 
the following quotations for No. 2 hard wheat issued by a Kansas 
City shipper on May 20, 1921, are in point: 



Delivery terms. 



F. o. b., Kansas City 

C. a. f.. East St. Louis 

C. a. i., Chicago or Minneapolis. 

C. a. I., Memphis 

C. a. f ., Group 1, Texas 

C. a. f., Philadelphia 



Percent- 



iTice. 


age 
added. 


SI. 55 


0.0 


1.64^ 


6.1 


1.67^ 


8.1 


1.70 


9.7 


. 1.81i 


17.4 


1.88 


21.3 



The rate from Kansas City to Philadelphia was 53 cents per 100 

Sounds, or 31.8 cents per bushel. A spread of 33 cents was allowed 
etween these points m the above quotations. In any case at least 
20 per cent had to be added to the Kansas City price to lay the com- 
modity down at Philadelphia. 

7 A further decrease in the rates to the Atlantic ports, approved Aug. 8, 1921, effected a material read- 
justment of th e A tlantic-Oulf differentials , 
* Prior to reductions ordered after the middle of 1021. 
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As a comparison with prewar conditions, on May 20, 1914, the 

?rice of No. 2 hard wheat at Kansas City was 92 cents per bushel, 
'he rate* to Philadelphia was 24 cents per 100 pounos,** or 14.4 
cents per bushel; that is, on the same rate basis it was necessary 
to add 15.6 per cent to the Kansas City price to cover transporta- 
tion charges. 

As a further illustration, it ihbj be • assumed that Ellsworth, 
Kans:, is the center of production in that State. The rate from 
Ellsworth to Kansas City amounts to 12.0 cents per bushel. The 
spread in freight costs alone between Ellsworth and Philadelphia 
would have amounted, on May 20, 1921, to fully one-third of the 
Ellsworth price. This takes no account of handling costs and 
profits or the terminal chaises that would necessarily have been 
mcurred. 

To consider another central market, the transportation charge, 
June 1, 1921, from Omaha to Baltimore represented 29 cents a bushel, 
the increase since July, 1920, bein^ 7 cents on a per bushel basis. 

Transportation absorbs a relatively larger part of the price of 
com delivered in consuming territory than it does of wheat, be- 
cause of the lower price of the former commodity; and the same 
statement is true for oats, except that the lighter weight ^^ of the 
latter commodity would more nearly offset the relatively heavy 
transportation costs. 

Section 2. Bailroad construction of grain elevators. 

Prior to about 1885 the terminal elevators operated for general 
shipping purposes were chiefly those constructed by the rauroads. 
The operation of terminal elevators for private merchandising pur- 
poses originated after that date. There have been at least three 
reasons for the construction of elevators by railroads: (1) To secure 
tonnage in competition with other lines, (2) to release equipment by 
transferring the commodity to a connecting line, and <^) the legal 
obUgation of the carrier to provide elevation at break-bulk points. 

The first consideration, i. e., to secure tonnage, has influenced the 
railroads to provide elevator f acihties at terminal grain markets for 
transfers between connecting lines. For example, in 1906 it was 
testified " by the president of the Rock Island Co." that he had no 
choice as to what was paid for certain elevators purchased at Chicago: 

• Prpportiaiial export rate. 
M The rate on com waa 23 cents, 
u The legal weights j>er bushel In the mia States are as follows: Wheat, 60 pounds; shelled com, 56 



pounds; oats. 32 pounds; rye, 56 pounds; mrley, 48 pounds. 

IS Inquiry by toe Interstate Commeroe Connnjssion into the relations of conunon carriers to the grain 
trade, 59th Cong., 2d sess., S. Doc. No. 278, p. 115. 

i* It appears tnat the Rock Island lines in 1918 owned eight terminal elevators with an aggregate rated 
capadty of 8,300,000 bushels and seven country elevators with an aggregate rated capacity of 135,000 
bushels. The terminal elevators were distributed as follows: 



Location. 



Chicago 

Do 

Do 

Do 

Armourdale (EJans.) 

Do 

Do 

Do 



Capacity. 


Year bunt. 


1,200,000 


1882 


1,500,000 


1894 


1,500,000 


1894 


1,500,000 


Unknown. 


500,000 


1905 


1,000.000 


1913 


1,000,000 


1914 


100,000 


(«) 



Lessee (1918). 



7. Rosenbaum Grain Co. 
J. C. Shaffer. 

Do. 

Do. 
3. Rosenbaum Qrain Co. 

Do. 

Do. 

Do. 



a Leased in 1912. 
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It gave us on additional footing on the Calumet River and it was property we could 
not sSord to have come into the possession of any other railroadL company, any of our 
western rivals. I made the best trade I could. 

likewise the early elevating facilities in the Kansas City market 
were constructed by the various trunk lines and branch roads com- 
peting for traffic " and the bulk of the storage at that market, al- 
thou^ operated to a large extent by private concerns, has always 
been owned by the railroad companies. Sinular competitive reasons 
have often existed for the construction of railroad elevators at other 
primary markets in the West. 

The consideration of releasing equipment was of ^eater influence 
in the early years of transcontinental roads than m recent years; 
subseauent arrangements for the interchange of cars — at the Missouri 
and Mississippi River crossings, for example — ^modified the necessity 
of providing elevators for transferring the traffic. However, the 
western railroads have alway;s made an eflFort to retain their own 
equipment in sufficient quantity to move grain during the shippii^ 
season. 

The third consideration, that of the obligation of the carrier to 
provide elevation at terminal and break-bulk points, has resulted in 
the construction of railroad elevators to transrer grain to connecting 
lines, especiall;^ at transshipment points such as Buffalo and the ocean 
ports. In the interior this obligation has often been met by contract- 
me with private operators for transfer service. In some instances 
subsidiary companies have been formed, the stock being controlled 
by one or more railroad companies. 

"Transportation elevation has been defined by the Interstate 
Commerce Commission as — 

♦ * * unloading pain from cars or grain-carrying vessels into a grain elevator 
and loading it out a^ain after a period of not to exceed 10 days; it does not include 
"treatment' or trading, cleaning, and clipping 6f grain; and retention in an elevator 
beyond 10 days oecomes storage and is not a part of the service of elevation as that 
word is used m the statute. ^^ 

It has also been decided by this authority that " the act to regulate 
commerce require^ carriers to furnish transportation elevation*'; " 
and by the United States Supreme Court that the term *' transporta- 
tion " shall include all facilities of shipment, irrespective of ownership, 
and all services in connection with tne elevation, transfer in transit, 
and handling of property transported.*^ 

In the course of transportation development it has become apparent 
that the interests of railroads in providing graiu elevation can be fully 
secured, especially in the interior, by leasmg elevator property to a 
large private shipper and contracting for the transfer of grain routed 

14 See testimony of George B. Flack, secretary of the Midland Elevator Co. of the Peavey system (idem, 

p. 287): 

urn m * Our elevator was the first elevator of any magnitude to be built here. There were no trans- 
ferring focilities, and the noncffiginating roads built elevators to attract grain away from the other railroads, 
and to do it they had to give concessions of some description. 

<< Commissioner Clabk. And all these allowances and privileges given free are in the line of inducements? 

" Mr. Flack. I think so. I do not see any object in putting up an elevator here unless it would be to get 
grain to go there.'' 

» Allowances to elevators by U, P. R. R. Co., 12 1. C. C. , 85. See also, 24 1. C. C. . 202, where it was said: 

"It is extremely difficult to separate transportation elevation from commercial elevation. Both things 
are parts of the same general process. The same plant facilities, the same power, the same gang, are em- 
ployed, and the process of transfer and the commercial process go on at the same time. It has, tnerefore, 
been found impossible to separate the different items of ezpeose and to say with confidence this belongs to 
transportation and this to commercial elevation." 

w 241. CO., 200. 

17 Union Pacific R. R. v. Updike Grain Co., 222 U. S., 218. 
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over the line of the lessor. This practice of leasing will be discussed 
in a subsequent section. 

The transfer service constitutes a question in itself because of its 
relation to freight rates and because of the overlapping of railroad 
and private commercial services. This problem haspeen developed 
in the so-called elevation allowance cases in proceedings before the 
Interstate Commerce Commission and the Federal coiu*^. 

Section 3. The eleyation allowaBce cases. 

The Peavbt case. — In 1904 the Interstate Commerce Commission 
instituted an inquiry into the matter of allowances to elevators by the 
Union Pacific Railroad Co. at Kansas City%^^ It was found that the 
Union Pacific was the only extensive system then operating wholly* 
in the territory west of the Missouri River; that a substantial pro- 

Eortion of the grain grown in Nebraska and Kansas moved over the 
nes of this carrier on its way to eastern and foreign markets; and 
that in order to retain possession of cars sufficient to meet the require- 
ments of its own shippers it was ''highly important, if not absolutely 
essential * * * to provide for the transfer of tnis grain to other 
cars than its own at its termini on the Missouri River." Not choosing 
to operate facilities of its own for such transfers the Union Pacific on 
February 7, 1899, had entered into a contract with Frank H. Peavey, 
of MinneapoUs, whereby the railroad company agreed to convey to 
him a tract of land on me right of way at Council Bluffs, and Peavey 
agreed to construct an elevator of about 1,500,000 bushels capacity 
at that point and to transfer grain originating -on the Union Pacific. 
Tlie Umon Pacific agreed to pay a charge of IJ cents per 100 pounds 
to the elevator company on all grain transferred and there were speci- 
fications as to switcning arrangements and like matters. Peavey later 
assigned his interest in this plant to the Omaha Elevator Co., which 
apparently was organized to conduct this business. A controlling 
interest in the stock, however, was held by F. H. Peavey & Co. 

A similar arrangement was made at Kansas Gty whereby an eleva- 
tor of 1,000,000 bushels capacity was constructed and operated by 
the Midland Elevator Co. imder contract to transfer grain for the 
Union Pacific. The stock of this elevator company also was for the 
most part owned by the individual members of the firm of F. H. 
Peavey & Co. 

It appeared that in addition to these two elevators the Peavey in- 
terests comprised some 450 country elevators in the States of Kan- 
sas, North Dakota, South Dakota, Miimesota, Iowa, and Nebraska, 
''besides large elevators at Council Bluffs, Kansas City, Duluth, Min- 
neapolis, and Chicago." *• The Union Pacific had thus entered into 
contracts with a large merchandisiug syndicate to provide for the 
trai^sfer of grain at tne Missouri River crossings. It developed that 
Peavey & Co. directly or through their subsidiaries handled ''some 
60 per cent, perhaps more, of the grain shipped from Union Pacific 
stations,"^® and that "little or no grain" was transferred through 
these elevators for other parties, "although the Union Pacific had 
the right to require such transfer under the terms of its contract." 

w 10 I. C. C, 309. 
M Idem, p. 315. 
30 Idem, p. 316. 
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In other words, the great bulk of the grain so handled was owned by 
Peavey & Co. 

It was stated by the Union Pacific Co. that provision was made for 
the grain shipped over its lines by other deafers, through the inter- 
change of cars with other connecting lines. That is, by contracting 
with I^eavey & Co. for the transfer ol its own grain the railroad com- 
pany was able to retain equipment in sufficient quantity to accom- 
modate the remainmg ship})era. ^ 

In view of these ^cts it had been charged that the arrangement 
between Union Pacific and Peavey & Co. was preferential and un- 
lawful — 

that the allowance of a cent and a quarter per 100 pounds, paid to the said elevator 
^companies for transferring their own grain, amounts in its ultiniate result to a rebate 
because it so much reduces the through published rate, in favor of said elevator com- 
panies, but not in fovor of other shippers. 

It was found, however, that the annual earnings from the transfer 
of grain by these two transfer elevators did not net Peavey & Co. 
a profit on the property investment and that they ''could not afford 
to construct ana operate these elevators for the sole purpose of trans- 
ferring grain at li cento per 100 pounds." ''As a traiisfer proposition 
pure and simple" — said the commission — "taking into account the 
cost of these elevators and the expense of their operation, it would not 
seem to be attractive; by reason of its incidental aid to the extensive 
business of these grain merchants it is undoubtedly a very profitable 
arrangement." '^ 

The commission concluded that "these contracts for transferring 
grain were made in good faith and for a legitimate purpose, and that 
the compensation paid is not unreasonable for the service performed." ^ 
They said — 

« * « The law imposes no duty upon the Union Pacific to safeguard the businesB 
of its competitors or the shippers they serve. Granted that the allowance to Peavey 
& Co. places these other earners and grain dealers on their lines at some conmiercial 
disadvantage, that it introduces an element of competition which they will be forced 
to equalize — and that would seem to be its character so far as rival roads are concerned — 
on what theory can the commisdon interfere so long as the obligations of the Union 
Pacific to its own shippers are not disr^;arded? 

* * * It is scarcely needful to add that arrangements of the kind investigated 
in this proceeding are not favorably regarded. When anything directly connected 
with the public service which a carrier is bound or undertakes to perform is farmed 
out, so to speak, to one of its own shippers, the relation thereby Drought about is 
likely to excite difitrust and to be looked upon with suspicion.^^ 

The second Peavey case. — ^The matter of allowances to elevators 
at these points was reopened before the Interstate Commerce Com- 
mission two years later. At that time it appeared that the allow- 
ance of 1 J cents per 100 poimds for the elevation and transfer of gram 
had been extended to all the elevators at Kansas City, Omaha, and 
Coimcil Bluffs. The proceediag was reopened upon the petition of 
certain railroad companies interested m the grain traffic of that 
area, and it was alleged that the elevator allowances made by the 
Union Pacific were excessive and operated as a rebate.'* 

The commission again found that the railroad company had the 
right under the interstate commerce law to provide elevation for 

u Idem, pp. 318 and 322. 

» Idem, p. 324. 

» Idem, pp. 325, 326. 

>4 Allowances to elevators by Union Pacific R. R., 12 1. G. C, 86 (1907). 
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its shippers, and that it was '^not to be doubted that a raUroad com- 

{»any may either construct and operate an elevator of its own or may 
umish elevation facilities to its shippers by making some arrange- 
ment with the owner of an elevator for such a service." '* However, 
they regarded the arrangement as objectionable, ''although not 
necessamy and in itself unlawful" because the Peavey interests not 
only operated the elevators in question for the railroad company but 
were ''also extensive buyers, sellers, and shippers of grain." The case 
turned upon the reasonableness of the chaises allowed. And it was 
concluded from the evidence brought out at these hearings that the 
allowance of Ijt cents per 100 pounds '^whatever the service may be 
called, residts in an appreciable profit to Peavey & Co., which can be 
and is used to advantage by them as buyers and shippers." 

Accordingly the commission decided to abate the allowance for 
elevation at these points: 

* « » Y7e are satisfied from the infonnatkm acquired in this and other investi- 
gations as to the charges and practices at other points where large quantities of erain 
are handled and transferred, that an allowance of three-fourths of 1 cent will fully 
and amply cover the actual cost of the elevation contemplated in the law without 
returning a profit and thus becoming a rebate.^ 

In the same year it was held that railroads which paid the cost of 
elevating and transferring grain in transit must not discriminate in 
such allowance between shippers at common points: ^ 

* * * It is therefore the opinion of the commii^on that the defendant carriers 
should not now or hereafter grant or furnish at Kansas City, Mo. ^ Kansas City, Leaven- 
worth, or Argentine, Kans., any elevator' allowance or free service in connection with 
the elevation, transfer, mixinj^, cleaning, clipping, drying, weighing, storage, loading 
out or shipment of grain, which is not g^^nted or furnished at the same time in like 
service or equivalent allowance to the same degree and extent at Atchison. An 
order will be entered accordingly. 

The third Peavey case. — ^A year later (1908) the Peavey case was 
reopened '' upon the petition of the Chicago Board of Trade, and upon 
numerous protests from other Quarters, indicating an extension of the 
practice of makinjg elevation allowances and alleging diacriminations 
and other evils arising therefrom."^^ The commission then examined 
the actual operation of the contract between Peavey & Co. and •the 
Union Pacific and found that the benefits derived by the elevator 
concern from elevating its own grain were frequently so considerable 
as to sive the allowance paid by the railroad the character of an 
unlawiul rebate. The opinion ran as follows: 

* * * advantageB that are unlawful may be enjoyed in ways that do not involve 
the direct payment of rebates. And we think that Peavey & Go. do enjoy in the 
actual operation of their contract advantages that do not accrue to other shippers of 
grain. The mixing of grain is said to.be one of the largest sources of profit to a grain 
dealer. By mixing a carload of inferior grain with a carload of grain of higher grade 
the aggregate value of the two carloads is increased and the dealer's profits from the sale 
are larger than they would be if the two carloads were sold separately. The stora^ 
of grain beyond the elevation period of 10 days is also of conmiercial value to gram 
dealers, liie ' ' treatment*' of grain is of advantage to them in that it results in enhanc- 
ing its value. Weighing and inspection are also of advantage to the owner of the 
lirain. As was expressly stated in our last report, such services are commercial serv- 
ices and are in no sense a part of elevation as defined in the act to regulate commerce. 
* * * The allowance, tnerefore, not only results in an undue preference when 



»Idem,p.87. 
««Idem, 

ST City Council of Atehjson, Kans.. v. lilSBouri Padilc Ry. Co. et al.. 12 1. C. C. 111. A motion for rehear- 
ing! 

"In the matter of allowances to eleyators by the Union Pacifk; R. R. ,14 1. C. C, 315. 



'xaem, p.s/. 

i Idem. p. 90. 

f City Council of Atchison, Kans., v. liiSBouri Padilc Ry. Co.et al., 121. C. C, 

[this decision was denied the same year (1907) ,12I.C.C.,254. 
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paid on grain belonging to the owner of an elevator thus under contract, but, in effect/ 
IS also an unlawful rebate, unless confined to grain that is reshipped within the eleva* 
tion period of 10 days and has not been mixed, treated, weighed, or inspected. 

No way has been suggested by which the Union Pacific Railroad Co. may avail itself 
of the Peayey elevators under the contract in question without giving to Peavey & Co. 
and to their grain the commercial advantages alluded to, ana these advantages we 
regard as an undue and an unlawful preference. We therefore hold that the practice 
of the Union Pacific Railroad Co. in paying to Peavey & Co. an allowance unaer such 
circumstances upon their own grain is unlawful. An order will be entered in accord- 
ance with these views. 

The matter of alleged discrimination against St. Louis. — 
On the same day (June 29, 1908) the commission disposed of another 
case mvolving elevation allowances at the Missouri River by five 
other railroads. Action was brought on complaint of the traffic 
bureau of the Merchants' Exchange of St. Louis .^^ The defendants ^® 
had proceeded in reliance upon the decision in the second Peavey Case^* 
and had established '^elevation allowances" of three-fourths of 1 cent 
per 100 poimds. It developed that whereas an elevator company 
marketing grain at Omaha for shipment and sale to consumers at 

Eoints east was allowed a charge of three-fourths of 1 cent by the out- 
ound carrier, an elevator company similarly situated at St. Louis 
and marketing grain for shipment and sale to points east was com- 
pelled to pay the full freight charge regardless of elevation services. 
The question was raisea whether th& discrimination against the 
market of St. Louis was undue and unlawful. 
The defendants alleged that — 

competitive conditions, not existing at St. Louis, force the payment of this eleva- 
tion allowance at the Missouri River ♦ * * The traffic representatives, of these 
defendants all testified that they paid this sum, not as a transfer chaige, not because 
they had occasion to use a transfer, but because they were compelled by competitive 
conditions. 

It appeared from testimony in this and the preceding cases that 
the elevation services paid for by the carriers had not been performed 
primarily as incidents of transportation, since in the great majority of 
cases the elevator companies owned the grain which they transferred 
and the elevator equipment was essential to their business; so that, 
in most instances, they would have passed the grain through their 
houses regardless of elevation allowances from the railroad. More- 
over, it appeared that the elevation allowance had not decreased 
transportation costs to the shipping public since the railroads had 
increased their rates so as to more than offset the " transfer charge.'' 
Furthermore, the traffic conditions, commercial arrangements, and 
rate adjustments had imdergone such changes in the years 1904 to 
1908 that the argiunents advanced during the earlier penod in support 
of allowances to elevator companies were affected by an entu-ely 
new set of facts. 

It was pointed out that there were shippers and consumers in 
territory on both sides of the Missouri River who did not desire and 
could not use the privilege of free elevation allowed by the carriers 
at Missouri River points. The commission held that the elevation 
allowances resulted in a rate discrimination between certain classes 
of shippers and that such discrimination was undue and tmlawful. 

«» Docs. 1239, 1240, 1241, 12fi3, and 1267, 14 1. C. C, 317. 

>o Chicago, Burlington & Quincy R. R. Co.; Missouri Pacific Ry. Co.; Chicago, Rock Island <& Pacfflc 
Ry. Co; St. Louis & San Francisco R. R. Co.; and the Missouri, Kansas <& Texas Ry. Co. 
SU2 1. C. C, 85, discussed «U22ra. 
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The Diffenbaugh decision. — ^The eflFect of these decisions would 
have been to prohibit certain raih-oad companies from paying to the 
owners and lessees of elevators any compensation for the elevation of 
grain in transit at the Missouri River. Bills of complaint were filed 
m the Federal Circuit Court for the Western District of Missouri by 
the Peavey interests and others raising this specific question on the 
basis of facts already enumerated." 

The court reviewed the contracts involved and the decisions of 
the Interstate Commerce Commission in considerable detail. They 
decided that it was without the power of the commission to attempt 
to regulate the measure of profits derived by shippers from the use 
of facilities of trade which were also used for purposes of transpor- 
tation. The reasoning of the court was as follows: 

It iE no part of the dul^, nor is it within the power, of the commisBion to see that all 
shippers of like commodities derive the same measure of profit from their trade in and 
treatment of the articles which they ship, to see that a shipper who owns a warehouse, 
an industrial track, and private cars aerives no greater profit from dealing in the 
groceries or other articles he ships than a shipper who has none of these racilities, 
to see that a shipper of coal who owns a tipple irom which he loads it gains no greater 
profit from the nandUng of his coal than one who loads it from a wagon. Harp. v. 
Choctaw, Oklahoma & Gulf R. Co. (125 Fed. 445, 61 C. C. A. 405). Pecuniary 
advantages derived by shippers from the ownership or use of such facilities of trade 
are attributable to that ownership, and not to the transportation of the articles shipped, 
and the consideration and relation of these advantages are without the scope of the 
conmussion's power. 

The truth is that trade advantages of this nature do not condition the questions of 
reasonableness of rates, of rebates, or of discrimination. The shipper who owns 
warehouses, tipples, spur tracks, cars, mills, and by their use derives greater profit 
from the dealing in the articles which he ships over a railroad, is entitled to the same 
rate of charge for transportation and the same reasonable compensation for transporta* 
tion services which he renders that the slm)per who owns less or no such trade facilities 
and derives less profit is entitled to. The reasonableness of and the discrimination 
by the charee and the ^mpensation is conditioned by the reasonable value of the 
service^ not by the gain or the loss which the shipper derives from the use of the trad- 
ing facilities he owns in the handling of the articles transported.^^ 

* * * The enforcement of these orders can not fail to cause great losses and to 
entail much discrimination. It will strike down the practice of a decade in reliance 
upon which elevators have been built, terminal Grounds in large cities have been 
bought and equipped, contracts have been made. Dusiness and markets have grown 
up, and business relations have been established. If the carriers whose roads ter- 
minate at the Missouri River cities may not pay for this elevation in transit, they 
must furnish it themselves free, or the producers and consumers whose ^in passes 
over their roads must ultimately bear the expense of it. If they furnish it free, or if 
they construct elevators and charge a reasonable compensation for it, the owners of 
the terminal elevators at the river must lose the use which in large part induced their 
construction and must lose a portion of their value. If the earners charge for it, 
producers and consumers of grain, which on account of its origin must pass, or for 
other reasons does pass, over tneir railioads, must bear this chaise, while tnose whose 
grain may pass over the through roads may be free from it, and this fact will neces- 
sarily have the effect to divert grain and the business in it from the Missouri River 
cities and to diminish the value of all investments therein in facilities for conduct- 
ing it.^ 

Consequently decrees were entered in favor of the complainants 
in accordance with the following conclusions: 

Orders of the commission which prohibit the allowance or payment bv carriers of 
all compensation to owners and operators of elevators for elevation ana transfer in 
transit are beyond the delegated power of the commission. 

" BlUs by F. H. Peavey & Co. and others against the Union Pacific Railroad Co. and the Interstate 
Commeroe CommifislGn. and by Harry J. Diflenbau|di and others against the Interstate Commerce Com- 
mlssioQ. the Chicago & Alton Railroad Co. and oUien, intervening. Decrees for complainants. (17C 
Fed., 400.) 

» 176 Fed., 410, 420. 

MIdem, pp. 425, 426. 
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An order which forhids a carrier to allow or pay^ to the owner of an elevator any 
compensation for elevation in transit of ^nm which he ships, unless he refuses to 
clean, clip, mix, inspect, or grade the grain while it is passing through the elevator, 
is beyona the power of the commission.^ 

On appeal the case was reviewed by the United States Supreme 
Court in 1911 (Interstate Commerce Commission v. Diflfenbaugh).** 
The decision of the circuit court was aflBrmed in its main point with 
the modification that '* the commission's order of 1907, diminishing 
the allowance to three-quarters of a cent, and so much of the Peavey 
order of 1908 as confines allowances to grain reshipped within 10 
days, should be allowed to stand." 

Although the courts differed with the Interstate Commerce Com- 
mission in construing the interstate commerce act as applied to eleva- 
tion facilities, it was clearly shown in the records and decisions of 
both bodies that the use of terminal elevators as facilities for trans- 
portation purposes was inseparable from their use as facilities of 
trade. It nad seemed to the commission that the elevator companies 
could not be properly remimerated for transportation services without 
aUowing them commercial benefits amounting to an unlawful dis- 
crimmation against other dealers.*^ The court, on the other hand, 
held that earners Were required to provide elevation under the act and 
that the trading benefits accruing to operators who performed such 
elevation services for the carriers could not be considered as affecting 
the question of a reasonable rate f oir the service of elevating and trans- 
ferring grain. 

Subsequent orders and decisions. — ^Pursuant to the decisions of 
the court, the Interstate Commerce Commission modified its orders 
so as to permit elevation allowances by the railroads at Missouri 
River points, provided the grain be unloaded and reshipned withm 
a 10-day period. They also interpreted the decision of the court to 
require that a railroad ''must, when it makes this allowance to one 
elevator under such circumstances as to give that elevator payment 
for commercial elevation, extend the same privilege to all other ele- 
vators similarly situated at that point.'' ^ 

As the effective date of these orders approached, it was pointed out 
to the commission that several lines of railway operating at the Mis- 
souri River had not been defendants m the previous cases and there- 
fore were not subject to the 10-day order. Moreover, complaints 
were filed by the Missouri River interests insisting that to apply this 
order to the Missouri River and not to other ^ain markets would 
create a discrimination against that locaUtjr. For these and other 
reasons it was determined to broaden the investigation^^ so as to 

s& Idem, p. 409. 

M 222 u. S. . 42. The opinion of the Supreme Comt in the above case was fbllowed in another decisian tbe 
same year (IdU) whereby the court forbade the Union Pacific Co. to deny elevation allowances at Omaba 
to concems so situated tnat cars could not be returned to that carrier's tracks within 48 hours. (Union 
Pacific R. R. V. Updike Grain Co., 222 U. S., 215.) 

*t A view supported by the dissenting opinion of Justices McEenna and Hughes (I. C. C. v. Diflenbaogli. 
222 U.S., 50): ^ 

I < « m « Weighing, inspecting, cleaning, and mixing— that is, raising the quality of the grain tosuit tlw 
demand of the market— is the business of the grain dealer or others, and the two businesses are not to be 
confounded, and it was not, I think, the purpose of the statute to confound them. The statute makes 
the term 'transportation 'include 'all instrumentalities and facilities of shipment or caniage,' and it Is 
only when the owner of property renders services 'connected with such transportatian, or fuzmshes amy 
instrumentality used therein,' that he may be compensated by the railroad. What goes beyond that 
transcends the statute and becomes, as the commission held, a discrimination." 

w 22 1. C. C, 606. 

•• In the matter of elevation allowances at points located upon the Miasouii, MiS8iS8ippi,aiid Obio Btfenu 
and on tbe Great Lakes, 24 1. C. C, 197, deci<ted June e, 1013. 
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take in the Ohio River and points generally north of the Ohio and east 
of the Missouri. 

It was found at the final hearing that in all eastern territory, except 
upon the Ohio and Missouri Rivers, the elevation allowance for a long 
tune had been and still was one-fourth of 1 cent per bushel, which was 
"supposed to cover merely the passing of the grain through the 
elevator." If the owner of the grain obtained storage, or if the grain 
was "subjected to any of the various commercial processes" an addi- 
tional payment was required.*® The dealers and carriers in this 
territory desired that such a rate be continued, and this rate was 
agreed to by the Ohio River interests and by a minority of the inter- . 
ests from the Missouri River. 

The decision in this ca^e was influenced by evidence relating to the 
operation of " what is known as the railroad elevator." It was shown 
that nearly all railroads operating at the Missouri River owned one or 
more elavators at the grain markets, and that these elevators included 
as a part of their elevation service the cleaning, mixing, and clipping 
of grain and other operations. In many instances uiese elevators 
were operated by the railroad itself, either directly or through a 
subsidiary; in otter cases they were leased to grain dealers "some- 
times at an almost nominal rental and sometimes upon a fairly com- 
pensatory basis." 

It then appeared that to require a imit of one-fourth of a cent per 
bushel when an allowance was paid bv the carrier to a private elevator 
while at the same time railroad elevators were performing these 
various conunercial services free of charge, would create a discrimina- 
tion " in favor of the shipper who uses the railroad elevator and against 
the shipper who employs his own elevator for these commercial 
operations.*^ 

The commission found that — 

* * * In order, therefore, to do juetice at the Missouri River, where these rail- 
road elevators exist, we must not only prohibit the pa3rment by the railroad to ihe 
private elevator of more than one-fourth cent per bushel, but we must also prohibit 
the railroad from rendering for the shipper at its own elevator, free, any service beyond 
transportation elevation proper. We must go farther. We must determine what is a 
just charge for these commercial operations and insist that the railroad elevator, if it 
performs the operations, shall charge not less than the sums found reasonable.^^ 

Accordingly it was recommended (but not ordered) that the allow- 
ance at Missoiui River points for elevation under the lO-day limit be 
reduced to one-foiu'th of 1 cent and that the railroad elevators adopt 
the following charges for commercial services performed: 

For clipping, one~fourth cent per bushel. 
For cleaning, one-fourth cent per bushel. 
For mixing or turning, one-eighth cent per bushel. 
For sulj)huring, one-eighth cent per busnel. 
For drying, from 1 to li cents per bushel. 

For sacking, one-half cent per bushel (sacks and strings to be famished by owner 
of the grain) .^ 

In subsequent decisions of the commission it has been ruled that 
a carrier is not required to make allowances for elevation unless it 
can be conclusively shown that elevation is a necessary incident to 

« 24 I. C. C, 201. a 24 I. C. C, 203. ^ Idem, p. 204. 
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the transportation movement involved; ^ and it has been decided 
that the carrier is not required to transfer grain in order to obtain 
correct weights.** 

Section 4. The practice of leasing. 

Extent of leasing. — ^After about 1885, when several large 
primary grain markets were well established, it became a frequent 

f)ractice K>r competing railroads ^ to offer special f acihties to certain 
arge shippers along the line to secure their tonnage. The railroad 
carriers constructed elevator facilities at terminai and sometimes 
at country points on the right of way, leasing such property to large * 
merchandising and shipping companies as a means of developing 
traffic in competition with other lines. Leases were frequently on 
highly favorable terms. Prior to 1906, at least, there was evidence 
of preferential rates; and discrimination in switching arrangements, 
and in providing cars for the private use of the operator, were 
often alleged. At export points and at certain transshipment points, 
such as Buffalo, where the necessity of rapid release of eqmpment 
so as to avoid congestion and demurrage was of paramount impor- 
tance, the carriers more frequently retamed operating control of the 
elevators. But at interior points it was, ana has continued to be, 
a common practice to lease a railroad terminal elevator to a certain 
large dealer with sundry provisions in the lease for transferring the 
gram of other (usually smaller) shippers. The extent of this leasing 

?ractice in the United States to-day is indicated in Appendix 
'able 7. 

Reasons foe leasing. — ^The first reason for leasing railroad 
elevators to private dealers rather than operating them as pubhc 
transportation faciUties relates to competition. Tae railroads have 
found that their chief interest in the operation of elevators, that of 
securing tonnage, can be served fully as well if not even more effec- 
tively by leasing the house to a dealer. In some of the interior markets 
the mcoming fines have no interest in following the commercial 
course of the grain after it is delivered at the terminal. Likewise 
certain of the outgoing lines have no interest in the origin of the 
commodity so long as they receive the haul. Consequently there 
has been considerable advantage in leasing a terminal on the right 
of way to an individual shipper with the expectation— and some- 
times the specific agreement— that his grain snail be shipped in or 
out over the lessor^ rails. 

«* Grain elevation aUowawet at Kansas Citjft 3fo., and oiker points (1M5), 34 I. C. C, 442. The Peavey 
contract with the Union Pacific R. R. Co. at Omaha (1899) was later assigned to the Omaha Elevator 
Co. and was invoked by that company in an action at law before the Federal court of appeals (249 Fed., 
827) to recover an allowance for the transfer of upward of 40,000,000 ponndB of grain luindled between 
S^t. 1, 1911, and Nov. 25, 1914, amounting to 13,005.29. It was heldf that in view of the fact that the 
allowances in question were no longer covered by tariffs duly published and filed, such amounts could 
not be collected by the elevator company. "The cancellation effective May 20, 1912, of the tariff con- 
tainins these allowances, was a matter of record of which the plaintiff was bound to take notice." (249 
Fed., 832.) 

«34I.C.C.„445. 

« As a summary of the competitive situation see oomment by the Interstate Cammeroe Commiatfon 
(Docs. 3558, 3754, 3938, reported in 24 X. C. C, 96) in 1912: 

"As this grain moves frompmnt of origin toward the East and Southeast it reaches or cames within tha^ 
several spheres of influence oicertain centers or primary markets. For example, erain is shipped in Ime 
quantities to Minneapolis and reshaped flrom MinneapoHs to Chicago or Milwaukee and from thenoe to 
various destinations in the East anu Southeast. Severa 1 railroadshavelines from Minneapolis to Chicago 
and no lines north or west of Minneapolis. If they participate in the transportation of this tonnage, as 
they always have insisted upon doing and as they undoubtedly will always msist upon doing, th^ must 
take out from Minneapolis grain that comes in on some other road. There are numerous ruJroaos with 
lines east and southeast from Chicago that have no lines west or north of Chicago, and if they participate 
in the movement of this traffic they must take out from Chicago that which comes in on some other road. 
In every instance of a carrier so situated an additional competitive influence is injected into the sltuattoD." 
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At the important primary markets competition has unquestionably 
serai a controUin^ reason* for the leasing of the raikoad houses. 
This has been explained by an operator of elevators leased from the 
Rock Island Railroad Co., at Chicago, as follows: 

Years ago when the public elevators were operated, grain came here from all paxtB 
of the coimtry. Competing markets did not exist to any great extent. l!lus was a 
great central market. Markets like St. Louis, Kansas Citv, etc. , were not in existence 
at that time. To-day those conditions are different. The gram does not come here 
of its own accord . We go after it. We are exporters as well as public warehousemen. 
We go out and meet competition as far as we can and bring tne grain here.^' 

Similar testimony*^ was offered in 1906 by J. H. Hiland, who 
was then third vice president in cha^e of traffic of the Chicago, 
Milwaukee & St. Paul Railway Co. Being asked about the rental 
accepted for the storage tanks of the Milwaukee Elevator at Kansas 
City, he stated: 

The people who are occupying these properties have been en^;aged for years in the 
purchase of grain that has been shipped over the Chicago, Milwaukee & St. Paul 
Railroad. They are familiar with the points of purchase; they are f amili ar with 
the points of consumption and the dealers who consiune the various products passing 
through the elevator; and the mere fact of this long experience and knowledge in 
the conduct of the business in itself is a compensation if we ^ave them the elevators 
for nothing, rather than to advertise or to put on the auction block in any way these 
properties to people who did not have the same knowledge and experience for secur- 
ms business to the Milwaukee & St. Paul Railway that the lessees did. There is a 
value in that knowledge that can not be offset or obtained by a mere increase in a 
rental of an elevator located as the elevators that are leased by the Milwaukee <& St. 
Paul Railway. 

Various instances might be cited of close association between a 
railroad company and grain dealers on the lin^. It was disclosed in 
1906 that the Chicago, Milwaukee & St. Paul Railroad had perfected 
an arrangement whereby the Simonds-Shields Grain Co. at Kansas 
City were allowed to operate the storage tanks of the railroad elevator 
under lease from the railroad company while the workhouse of the 
plant was operated by the railroad company through Mr. Shields 
as a salaried superintendent — ^that is, the Simonds-Shields Grain Co. 
paid the Milwaukee road an annual rental of $2,500 for the use of 
their storage tanks, while the railroad employed a member of the firm 
at a salary of $3,000 as superintendent of the transfer house. It was 
testified ** that fully 95 per cent of all the grain passing through the 
transfer house belonged to the grain company. The services of mix- 
ing, cleaning, and cupping were performed by the raUroad free of 
charge for the lessee, and later for all shippers. Mr. Shields as an 
employee of the railroad company was given a pass over their lines. 

Another reason for the practice of leasing frequently advanced 
by the carriers is that of operating cost. I^ is pointed out that at 
competitive points in the interior the terminal elevator affords the 
railroad no dependable revenue and is often operated at a yearly 
loss. On the other hand, to lease the house at a fixed rental, arranged 
on an interest basis, often affords a reduction in expense and 
eliminates certain vexatious operating problems at the terminal. 
The situation has been different at the ocean ports, where the 

M Hearing before the Interstate Commerce Commission, 1906, in the matter of Relations of Common 
Carriers to the Grain Trade, Sen. Doc. 278, 59th Cong., 2d sees., p. S7. 

47 Idem, p. 625. 

« Idem, p. 345. As superintendent of the railroad elevator he was charged with the duty of receiving, 
handling, weighing, and conditioning grain in which he frequently had a private inteiest* 
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problem is one of providing water terminala in order to secure export 
shipments. However, the utihzation of capacity of a railroad ele- 
vator plant has been uncertain and variable even at a port terminal, 
as appears from the following tabulation of all grain bandied by the 
Baltunore & Ohio Railroad through its elevators at Locust Point, 
Baltimore, during the years 1897-1919, inclusive: 
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These figures show that a plant which was equipped to handle at 
least 52,000,000 bushels of grain annually (as m 1916) had in 14 of 
the years of operation handled less than 50 per cent of that quantity^ 
and handled, on the average over a 23-year period, only 23,898,472 



Section 6. Examples of leasing arrangemeiLta. 

Lease of the Socth Chioaoo elevatobs. — ^The transaction where- 
by the Rock Island Railroad acquired the South Chic^;o elevators from 
John C. Shaffer in 1904 illustrates the policy of that road in relation 
to the business of public terminal elevators. Shaffer purchased 
these elevators, havmg an aggregate rated capacity of 4,500,000- 
bushels, from a certain estate Kir $700,000 cash. He then organized 
the Chicago-Rock Island Elevator Co., to which he transfeired the 
elevator m exchange for $1,000,000 m 5 per cent first mortgE^ 
bonds and $1,000,000 in stock of the company. The corporation 
was organized primarily to float a loan on the property. The ele- 
vators were then sold to the Chicago, Rock Island & Pacific Railway 
Co. in consideration of their assuming the bonded debt and under 
an agreement made before Shaffer haaacquired title to the property. 
The railroad company then entered into a lease with Shaffer wherein 
the railroad company agreed to redeem the bonds to the extent of 
$50,000 each year in the following manner: 

4. The said purchase price of one miUion dollara ($1,000,000) shall be paid by the 
first parly, to the trvwtee, in monthly instalmeote, commeiiciiig on the flrst day of 
November, 1904, of two centa per one hundred pounda on all grain which may be de- 
livered to said elevfttora, or eiUier of them, during the continuance of thie agreement, 
and which originatee on the line of the first party, weet of Joliet, lllinoifl, or which is 
carried contimiouflly over its own raila to the city of Chicago from any point distuit 
thwefonn forty milee or more, together with intweet thereon at the rate of five per 
cent per annum, payable Bemiannually. 
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bonded debt. The railroad company also agreed to keep in 
ir the ''permanent outside structure of the elevator buildings," 



The term of the lease was conditioned upon the liquidation of 

the ■- " " " 

repair 

to pay all taxes, insurance, and assessments against the property; 
and as a common carrier to receive and transport all grain tendered 
to it for shipment by the lessee at reasonable and customary rates, 
and to furnish at all times ''reasonable facilities for the transportation 
of grain to and from the said elevators," etc. Among other things 
the lessee made the following agreement relative to shipping over 
the lessor's lines: 

* * « that aU grain which may be shipped into or out of said elevator, the 
movement of which can be controlled by him and which is deetined to points that 
can be reached by the lines of railway operated or controlled by the Kock Island 
Co.. or by a practicable route of which said lines form a part, shaU be shipped over 
said lines, or route, and not otherwise, provided the rates of freight of the Rock Island 
Co., and of siich route, of which its lines form a part, shall be as favorable as the rates 
of other companies, wliich may be published and established in accordance with law, 
to and from the same points; that he will, at aU times during the term hereof give the 
lessor the opportunity of meeting the rates of any other railroad company, or companies, 
before shipping any grain over the line of anouier carrier ; that he will route all grain, 
the destLoation or p>&ce of shipment of which shall be off the lines operated or con- 
trolled by the Bock Island Co., so for as he may be able to control the same, in such 
manner that it will give the lessor the benefit of the longest possible haul over the 
lines operated or controlled by it, subject to the conditions as enumerated above; 
that all grain carried on the lines operated or controlled by the lessor, which shall be 
consigBed to or bought by the lessee, and which shall pass throiigh said elevators, or 
either of them, shall be there received and unloaded by him as promptly as possible, 
and that all cars containing such grain shall be subject to all reasonable car service 
rules and r^^ations which may be applicable to the place of such traffic; * * * 
that he will operate the said elevators, and each of them, actively and continuously 
during the continuance of the t^m hereof; that there shall be delivered at the said 
elevators not less than five noilUon bushels of grain during every period of one year, 
while this lease is in force; * * *, 

And the lessee further agreed to deliver at the elevators not less 
than 5,000,000 bushels of grain each year during the life of the lease, 
or to — 

forfeit and pay to the lessor, as a consideration hereof, and as liquidated damages for 
said Mlure and breach of covenant, an amount eoual to one cent (Ic.) for each and 
evCTy bushel of |;rain constituting the difference oetween the number of bushels of 
grain less than said five million bushels actually delivered to said elevators in any one 
year, and said agreed amount of five million bushels. 

It was also provided that the lessee upon request of the railroad 
company should store or transfer grain in the course of transporta- 
tion, the lessee agreeing imder this provision — 

that he will always promptly, and when the same is offered, receive for storage or 
transfer, all grain which the lessor shall offer, to have stored or transferred in or through 
the said elevators, or ei^er of them, and that the rate for storage or transfer of such 
grain, when so required by the lessor to be stored or transferred, shall, under no cir- 
cumstances, exceed the rate changed at the time for like services at the same elevator 
performed by the lessee for any other railroad company. 

The property was apparently leased to Shaffer for a purely nominal 
rental; he agreed to pay ''in consideration of the leasing of the 
premises * * * i]^q gum^ of qj^q dollar * * * in fml of all 
money rental for said premises during the entire term of this lease." 
Shaffer thereby apparently made a large profit on the transaction 
and secured the use of the elevator fo^ private account under a guar- 
anty to furnish the owner with a minimum tonnage yearly. Shaffer 
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testified ^ in 1906 that no one could afford to operate an elevator in 
Chica^ unless he were in the grain business. With reference to the 
operation of the houses described abovey he said: 

We buy in the country, out in Iowa, Nebraska, and Kansas, and then bring it in 
over the Rock Island road^s tracks, and create the businesB for them. 

The Keystone Elevator Co. case. — ^In 1903 the Pennsylvania 
Railroad leased to the Oermantown Junction Elevator & Warehouse 
Co. a plot of ground adjoining its tracl^ at North Philadelphia, 
Pa., and constructed thereon, wholly at its own expense, a lully 
equipped grain elevator and a warehouse. In the same year all the 
lessee s rimts under the contract were transferred to the Keystone 
Elevator & Warehouse Co., who proceeded to operate the plant as a 
private warehouse. The operation of the elevator by this latter 
corporation, under its lease, subsequently provoked numerous com- 

{)lamts from grain dealers at Philadelphia and elsewhere and finally 
ed to an investigation by the Interstate Commerce Commission upon 
its own motion m 1912. 

It was found ^ that the value of the lands included in the lease was 
$15,000 and the cost of the plant $163,066.09. During the period 
1903-1912 the average annual expense to the railroad company for 
maintenance of the dcvator plant was $3,805.50. The rental paid 
by the elevator company was $6,000 per year, leaving the railroad 
company an income of $2,194.50 or aoout li per cent annually on 
its investment. 

It was also found that — 

The railroad company by the original lease bound itself to pay to the elevator com- 
pany 35 cents per ton for each ton of grain and merchandise nandled through said 
elevator and warehouse, excepting that no payment was to be made upon traiSSc 
for the movement of wnich tne railroad company received only a switching rate. 
By an amended lease made on AprU 30, 1910, this aUowance was changed to read as 
follows: 

'' To pay to the elevator company twenty (20) cents per ton of two thousand (2,000) 
pounds on aU grain delivered from the elevator to teams, or loaded out of the elevator 
into cars for local delivery in the city of Philadelphia, it beiug understood that this 
applies solely to grain consumed in the city and not to business destined to points 
outside of the city, or to points reached by water; thirty-five (35) cents per ton of two 
thousand (2,000) pounds on hay, straw, and other merchandise delivered into or 
received nom the elevator company's warehouses at North Philadelphia, except 
that no payment shall be made upon merchandise which it is customary for the rail- 
road company to deliver directly from car on the track and not through railroad ware- 
house or across hdlroad platform, nor upon trafiic on the movement of which the rail- 
road company has only received a switching rate, or material and supplies belonging 
to the railroad company/' 

And that among the obligations of the elevator company imder the 
contract were — 

* * * to use all reasonable efforts to secure to the railroad company all traffic con- 
trolled by the elevator company or destined to or from the said elevator and warehouse 
and to confine the services of the elevator to traffic passing over the lines of the railroad 
company; to unload, load, and handle aU grain and merchandise received by it to be 
shipped over the lines of the railroad company or received by it for deUvery to con- 
signee; to promptly notify consignees of the arrival of such shipments and to pay aU 
running expenses of the elevator and warehouse ; to be responsible to the railroad com- 
pany for the prompt collection of all freights and other charges upon inbound grain 
and merchandise J to indemnify the railroad company for all damaj^ to or loss of grain 
and merchandise in the custody of the elevator company and to maintain fire insurance 



« Op. cit., Sen. Doc. 278, pjp. 75, 7«. 

M £a re Keystone Elevator Co., 1913, 25 1. C. C, 619, 
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on such grain and merchandiwe; to notify the railroad in writing of the foilttre of any 
oooflignee to remove freight and to obeerve and comply with all directions with respect 
to such freight which may be received by it from the railroad company ; to take cham 
of gpdn as warehousemen for account of the owners thereof at tne expiration of the 
penod currently given by the railroad company as free time. 

It was further found that the firm of L. F. Miller & Sons, grain 
dealers^ customarily owned and merchandised about 92 per cent of all 
the gram passing through the elevator property; that during the years 
1907-8 and 1908-9 the payments made oy the railroad company in 
Qonsideration of grain handled amoimted to nearly 50 per cent of the 
revenues of the concern; and that the principal and almost the sole 
beneficiary of the leasing arrangement was Harvey C. Miller, of Pbila- 
delphia. In the course of the opinion it was said that — 

It fully appears that the Keystone Elevator & Warehouse Co. , almost entirely owned 
by Harvey 0. Miller, pays to Harvey C. Miller for the use of cleaning machines each 
>[ear considerably more uian the total cost of construction of these machines and con- 
siderably more than their total value. It is enabled to make this payment of money to 
Mr. Miller over and above the dividends on the elevator stock owned by him bv reason 
of the allowances paid to the elevator company by the Pennsylvania Railroad Co. 

An order was entered directing — 

* * * the Pennsylvania Railroad to cease and desist for the period of two years 
from leasing the elevator propertv above mentioned to the Keystone Elevator & Ware- 
house Co. so long as the stocKholders of the latter are owners wholly or in part of the 
property passing through such elevator, and to cease and desist for the period of two 
years from paying any allowance for terminal services to the Keystone Elevator & 
Warehouse Co. upon any property passing through such elevator belonging wholly 
or in part to any stockholaer of said Keystone Elevator & Warehouse Co. miless its 
publisned tariffs shall at the same time offer such allowance to all other shippers using 
said or any other elevator in the city of Philadelphia. 

This decision was of controlhng importance to the grain trade 
throughout the East. At that time L. F. Miller & Sons were known 
to be neavy purchasers in the grain centers and. as pointed out by the 
Interstate Commerce Commission in its annual report ^^ — 

* * * All routes leading to or competing with the route of the Pennsylvania 
Railroad Co. to Philadelphia, aa well as routes via other sateways to the southeastern 
territory and New England pointaphave felt the effect of uie Qpormous concessions and 
rebates paid by the Pennsylvania Railroad Co. to the Miller Bros, during recent years. 
Furthermore, this grain firm has been in a position to underbuy and undersell its com- 
petitors in the grain markets from the Atlantic coast as far west as Chicago. While the 
responsibility lor this condition is disclsumed by the officials of the carrier, the fact 
that L. F. Miller & Sons routed practically all of their business via the Pennsylvania 
Railroad, and. in fact, secured preference as to elevation, demurrage, and storage 
charges from tnis carrier, can not be disputed. 

Section 6. Special obligations in lease agreements. 

Tonnage stipulations. — In several instances the leases of railroad 
elevators have included certain express obligations with reference to 
the conduct of the lessee's business, or with reference to the facilities 
to be furnished by the lessor. 

The stipulation of Tninimnni tonnage contained in the Shaffer con- 
tract already described is also found in other leases. 

The J. Rosenbaum Grain Co. leased a 500,000-bushel terminal 
elevator from the New Orleans Terminal Co. prior to 1906, agreeing to 

Eay one-fourth of 1 per cent per bushel for every bushel of grain 
andled through the house and a minimum rental of $7,500 per year. 

a Twenty-fleventh Annual Report, 1013, p. 13. 
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The grain company also paid for maintenance and 75 per cent of 
insurance and taxes." 

In some cases the tonnage agreement is exclusive, as in the agree- 
ment of lease between the Independent Elevator Co. and the Nye- 
Schneider-Fowler Grain Co., of Omaha (July 15, 1917), where it was 
stipulated that — 

The lessee hereby agees that it will, duriufi^ the term of said lease, ship over the lines 
of the Chicago Great Western Railroad Co. ml grain to be shipped out of said elevator 
to competitive points. 

Agreements to operate as public elevators. — ^In most of the 
leases examined the lessee has not assumed any specific obligation to 
operate the house as a public elevator. Sometimes it requires only 
that the lessee shall use the property *'for the elevation, storage, and 
handling of grain" and sometimes the precise nature of the business 
contemplated is not set forth. 

Certam exceptions to this statement are worthv of note. In the 
lease of the Chicago & North Western Railroad Co. elevator at Mil- 
waukee to the Rialto Elevator Co. in 1913 it was agreed as follows: 

The said party of the second part further agrees and obligates itself to keep said 
buildings open at all times for the receipt, storage, or handling of grain in the manner 
in whicn public elevators or warehouses are usiudly kept, and to receive, store, and 
ship grain from said buildings for any and all persons applying to it for that purpose, 
at tne usual and customary rate chsix^ed therefor, which must in all cases be reasonable 
rates, and if it shall elect to close said buildings, it will immediately surrender up the 
same to said party of the first part. 

This agreement apparently brings the Rialto Co.'s elevator within 
the apphcation of the public warehouse laws of Wisconsin. 

Substantially the same stipulations were made in the a^eement of 
lease entered mto by the Itasca Elevator Co., of Duluth, with the 
Chicago, Milwaukee, St. Paul & Omaha RailwayCo. However, since 
there is relatively little public warehousing at Duluth, and since the 
Minnesota law does not prohibit pubhc warehousemen from storing 
their own grain in the puolic bins, the agreement has resolved itseli 
into an obligation to handle grain routea over the lessor's line. 

A more effective agreement to operate for pubhc account is that 
made by the Armour Grain Co. in leasing the recently constructed 
Caliunet Elevator at Chicago from the Chicago & North Western Rail- 
road. This agreement (made in 1915) required the operator '^to set 
apart and completely separate at least 12 storage tanks on the south 
side of the storage house, together with the corresponding space in 
the workhouse and in the nver house and to separately maintain, 
use, and operate said portions so set apart as a public warehouse in 
accordance with the laws of the State of Illinois.'' 

As already noted in the Shaffer-Rock Island lease, the raiboad 
companies have sometimes required a lessee to transfer grain moving 
over the lessor's line at customarv rates. In the lease of an elevator 
at Argentine, Kans^ by the Atchison, Topeka & Santa Fe Railway- 
Co. to the Neola Elevator Co. (Armour Grain Co., guarantor) in 
1915, the lessee agreed — 

To promptly transfer grain from car to car through said elevator upon request of 
the lessor at the expense of the lesson and for such rates as may from time to time be 
fixed by the tariffs of the lessor. It is understood and agreed that the insurance 
policy of the lessee shall extend to and cover the grain while being so transferred. 

« Op. cit., Sen. Doc. 278, pp. 91, 02. 
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In the lease of the Chicago & North Western RaUroad Co. elevator 
at Council Bluffs to the l^dike Grain Co. of Omaha, 1918, it was 
provided that the lessee should — 

* * * promptly tranafer grain from car to car through said eleviator upon the 
request of lessor, and for sudi charges and rates as shall from time to time be lawfully 
fixed by lessor or by any lawfully constituted public audiority. 

Precisely the same agreement was made by the same parties in the 
lease of a railroad elevator under construction at Mlwaukee in 1916. 

Free switghinq. — ^The contract of lease between the Atchison, 
Topeka & Santa Pe Railway Co. and the Armour Grain Co. (1913), 
applying to a grain elevator at Chicago, incorporated the following 
condition : 

Whereas under existing conditiQns all grain destined for said elevator reaching 
Chicago over the Atchison, Topeka & Santa Fe Railway, the Chicago & North Western 
Railway, the Chicago, Milwaukee & St. Paul Railway, the Chicago Great Western 
Railway, the Wisconsin Central Railwav, the Chicago A Alton Railway, and the 
Chicago, Madison & Northern Division of the Illinois Central Railway is now deliv- 
ered at the elevator free of any Chicago switching chams, and all ^rain shipped from 



the elevator by rail to any point beyond the switching district of Chicago is now moved 
free of any Chicago switching charges; now, therefore, it is further agreed that if 
during said term such conditions or any of them shall change, the lessee snail have the 
right, upon thirty (30) days' notice in writing to the lessor, to cancel this lease. 

Such a provision was rendered necessary by the requirement (after 
the passage of the Hepburn Act) that the raiboads publish tariffs for 
all switching allowances or absorptions. Prior to 1906 switching 
arrangements between the railroads and the lessees of then- elevators 
were a matter of private arrangement between the two parties. It 
was not the custom of railroads to publish any regular tariff form or 
anything for switching arrangements in the city of Chicago." 

Section 7. Agreements prior to constmction. 

In 1917-18 the Chicago & North Western Railway Co. constructed 
a 10,000,000-bushel elevator on the Calumet River in South Chicago 
for occupation bj the Armour Grain Co. In 1915 a lease was 
entered mto which incorporated the plans and specifications as 
approved by both parties.^ A rental was agreed to at 6 per cent 
per anniun on — 

(a) The cost to lessor of the ground leased, which cost is hereby agreed to be the sum 
of IddJOOO. 

(6) The cost to lessor of constructing, equipping, and completing the said elevator 
plant as herein provided, which cost wall be shown by the books of lessor. 

When the plant was completed in 1918 the railroad company made 
the following announcement: 

The Chicago & North Western Railway announces that their new terminal erain 
elevator, located on the Gsdumet River m South Ohicaeo at Irondale, 111., will be 
ready for operation by the Armour Grain Co. January 2, 1918. 

The entile plant is fireproof and of the most modem design and has the largest 
storage, handhng, and cleaning capacity of any grain elevator ever constructed— it is 
the largest grain elevator in the world. 

The Chicago & North Western Railway facilities at the elevator are in keeping with 
the high standard of the plant. There is a total of 18 miles of track, and the yard 
capacity is 1,250 cars. A modem mechanical fuel station and roundhouse are in- 
cluded in the terminal. 

Direct oonnectidons with belt fuid trunk lines are made at this point. 



•• Op. cit., Sen. Doc. MO, p. 116. . ., . 

M Tbe Chittgo & North Western RaUvay elevators at ICUwaukee and Council Blufls were likewise 
leased to tbeUpdike Qialn Co. prior to oonstructioD of the plants. 
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With reference to operation it was i^reed as follows : 

9. Lessee agrees to keep the premises leased open during the term of this lease for 
the purpose for which said premises are leased, and to occupy and use same for the 
receipt, storafie, and handling of grain during the term of this lease, and to set apart 
and completely separate at least twelve storage tanks on the south side of llie storage 
house, together with the correspondinjg space in the workhouse and in Uie river house, 
and to separately maintain, use, and operate said portions so set apart as a public 
warehouse in accordance with the laws of the State of Illinois. 

10. Lessee agrees to promptly transfer grain from car to car throu^ said elevator 
upon the request of lessor, and for such charges and rates as shall from time to time be 
lawfully fixed by lessor or by any lawfully constituted public authority. 

In a similar way negotiations were entered into between the Bur- 
lington road and the Armour Grain Co. in 1917 relative to the con- 
struction' of a 2,000,000-bushel elevator at Omaha, as the following 
correspondence shows: 

GmcAoo, January £4, 1917, 
Abmour Grain Co., Chicago^ III, 

Oentlbmi!n: We expect to erect, in the near future at Omaha, Nebr., a modem 
elevator o| about 2,000,000 buEdiels capacity on land adjoining our present terminals 
near Gibson, so as to racilitate the transportation of grain on our western lines and 
better control our equipment and more promptly release same. It is my understand- 
ing that you are desirous of securing such facilities there and I write mis to inquire 
whether upon completion of tiie elevator your company will lease same on basis of a 
rental of 6 per cent per annum upon the cost of the elevator and land occupied by 
same, with usual provisions attending such leases as to liabUity, repairs, etc. I would 
be obliged if you would advise me at an early date and if you would undertake to 
agree to take tne house on these general terms with the understanding that the details 
^tbe lease will be negotiated later when our plans are completed. 
Yours, truly, 

(Signed) G. G. Burnham, Vice President, 



January 24, 1917. 
Mr. C. G. Burnham, 

Vice Frendent, Chioago, Biarlington A Quincy RaUroad, Chicago, III, 

Dear Sir: This will acknowledge receipt of your letter of this date advising that 
you expect to erect, in the near future, at Omaha, Nebr., a modem elevator of about 
2,000,000-bu^els capacity, on land adjoining your present terminal near Gibson, 
and inquiring if we would undertake to agree to lease this el^ator and the land occupied 
by same on tibe general terms to which you refer, viz, renuQ of 6 per cent per annum 
upon the cost oi the elevator and land occupied by same, with the usual provisions 
attending such lease as to liability, repairs, etc., with the understanding that the 
details of the lease will be negotiated later, when your plans are completed. 

This presents the matter in a very general way and we assume your purpose is simply 
to inquire if we would be willing to undertake to lease this elevator when completed, 
at the rental stated, provided the elevator as constructed would be satisfactory to 
us and we could come to an agreement as to the terms and conditions of the lease 
other than the rental which is spediically stated in your letter. 

In response thereto we advise you that we will undertake to agree to lease the elevator 
and the land occupied by same at the rental stated, subject to the plans and specifi- 
cations thereof being approved by us and the terms and conditions as to liability, 
repairs, etc., and otherwise being arranged to our satisfaction, and with the further 
proviso that the switching in and out of the elevator ^all be done on the same basis 
as the switching at other elevators in Omaha and Council Bluffs. 

We would also like you to confirm to us that in the event we finally enter into this 
lease with you, that you will sell us approximately .10 acree of land immediately adja- 
cent to the elevator, being part of land now being purchased by you, at the price oi 
the cost of the said 10 acres to you, with the agreement that if same is not used by us 
for the purposes of our business, you are to repurchase said 10 acres at the original 
price paid by us to you for same, plus the interest thereon. 
Yours, truly, 

Armour Grain Co., 
Vice President, 
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Section 8. Nominal rentals forbidden. 

For a carrier to lease a grain elevator plant, or land for the con- 
struction of such a plant, at a nominal rental with a view to securing 
traffic, has been held to be an undue preference and illegal, in Con- 
ference Ruling of the Interstate Commerce Commission, as is shown 
by the following: 

(June 30, 1908.) 

94. Leasing carrier's property in consideration of lessee^s shipments, — ^A carrier leases 
a part of its property to a certain industry under a contract which contains the obliga- 
tion on part of the lessee industry to make all of its shipments by the line of the lessor 
carrier. Such a provision plainly implies that the traffic so furnished by the lessee 
and so secured by the lessor is an important and substantial consideration which 
mi^t amount to a concession in the rates for transportation and therefore be an 
unlawful device for discrimination. The Commission expressed doubt as to the pro- 
priety of the practice. 

(June 20, 1911.) 

325. Lease of land by sMpper from a canier at riominal rental unlawful. — ^Under a lease 
in which a nominal rental is reserved a private person has erected a grain elevator 
upon land belonging to an inteistate earner: Hela, That the arrangement constitutes 
an undue preference. 

(June 3, 1913.) 

421. A carrier may not lease its elevators at a nominal rental. — ^An interstate carrier 
desires to lease to a grain dealer at a nominal rental an elevator which has not been 
in use for some time, and which the carrier is anxious to dispose of because the opera- 
tion of the elevator would attract business to the road. Upon inquiry: Held, That 
such a transaction would be illegal. 

Section 9. Effects of leasimg at Kansas City. 

The leasing situation at Kansas City has been a subject of recurrent 
controversy. In 1918 the receivers and shippers at Kansas City not 
operating elevators filed a series of complaints with Government 
authorities to the effect that the lessees of railroad elevators controlled 
the storage and transfer facilities of the market to the serious dis- 
advantage of other dealers. An investigation instituted by the 
Director Greneral of Railroads through (Interstate Commerce) Com- 
missioner James S. Harlan as special agent, developed the following 
facts: 

(a) That all the public elevatora at Kansas City are owned by the railroads; (6) 
that, except for two small elevators, one owned by the Wabash and one by the Kansas 
City Southern, all the railroad elevatora there have been leased to private interests; 
(c) that the lessees - rents for the elevators are on the basis of 6 per cent of their appraised 
value, the railroads, however, paying the taxes, fire insurance, heavy repairs, renewals 
or replacements, and the lessees paying only for the light repairs; and {d) that the 
control of these railroad properties by the six or seven lessees gives them an advantage 
and puts other grain dealere at that market at a disadvantage. 

ti was recommended that certain leases be surrendered so as to 
provide the '^ independent" receivers and shippers with the facilities 
necessary to operate under the existing conditions and that the rentals 
of all leased houses be materially increased. The commissioner fur- 
ther reported — 

(a) That the rentals now paid to the Director General by the elevator operaton 
are inadequate on the basis either of the investment in the elevators or of their present 
value; (6) that the present rentals give to the operators undue advantages; and (c) 
that the practices of the operators in the past in various particulars have subjected 
otiier grain dealers on that market to undue prejudices. 
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The rentals of the leased railroad elevators were revised on the basis 
of a 40 per cent increase," as follows: 



Elevator. 



Santa Fe"A". 

Chicago Gnat Western 

Chicago, MUwaukae A St. Paul 

Chicago, Rock Island APaoifle (Terminal) 

^ogo, Rock Island & Pacific (Patten) 

Fkftno. r. 

KamiAiis 

Minouri, Kansas dc Texas 

Missouri Padflc 

Chicago, BurUngtoo k, Quinoy 



Rental as 
leased. 



165,002.06 

10,814.78 

19,743.00 

22,Ua&6 

1,900.00 

8,613.68 

2,613.78 

900.00 

29,280.00 

14,325.00 



Rental as 

revised, 

1918. 



887,500.00 

16,140.09 

27,041.04 

30,954.77 

1,68a 00 

4,91ft 00 

3,519.29 

1,26a 00 

37,500.00 

20,065.00 



The small shippers had complained that the elevator charges were 
exorbitant and that increased rentals would only be followed by fur- 
ther increases in these rates. In the adjustment reached in 1918 the 
following schedule of elevator services and rates was adopted: 

* 

Schedule of charges at Kansas City elevators recommended by Commissioner Harlan as the 
result of conferences at New York Nov, 12 to Nov, 17, and to he made effective as of 
Sept. 5, 1918. 

1. For receiving and loading, including first 10 days' storage, or part thereof, 1 cen t 

per bushel up to Nov. 5, 1918, modi cent from that date forwaid, elevator to 
insure against fire loss. 

2. For direct transfer, \ cent per bushel, elevator to insure against fire loss. 

3. For storage after the first 10 days, A of a cent per bushel for each day, elevator to 

insure against fire loss. 

4. For cleaning, i of 1 cent per bushel. Where special cleaning is necessary, like 

separating one grain from another, or cleaning one kind of gram out from another 
kind of grain, or cleaning for board of trade weights, special rates will be given. 

5. For clipping, \ cent per bushel. 

6. For drying: 

2i cents per bushel, grain not over 18 per cent moisture. 

3 cents, grain not over 19 per cent moisture. 
3i cents, grain not over 20 per cent moisture. 

4 cents, grain not over 21 per cent moisture. 
4} cents, grain not over 23 per cent moisture. 

5 cents, grain not over 25 per cent moisture. 
Over 25 per cent moisture, special rate. 

7. For mixing, { of a cent per bushel, but no charge when mixing can be done on 

one elevation, 

8. For turning of special bin grain, jl of a cent per bushel, but no charge to be made 

without owner's request for turning. 

9. For unloading bulkheiEui cars, $5 per car additional. 

10. For unloading grain &om coal cars, 110 per car additional. 

11. The elevator reserves the privilege of binning grain with grain of similar grade and 

character. 

12. Any money collected from railroad company for transfer or elevation to be paid 

to owner of grain. 

13. For unloading sacked ^rain, 1 cent per bushel extra. 

14. All grain and seeds will be handled at owner's risk, including loss, damage, or 

shrinkage, in or by transferring, turning, cleaning, clipping, minng, drying, 
bleaching, water, or the elements. 

The members of the Receivers & Shippers Association (merchants 
and commission men not operating elevators) insisted that the only 
equitable solution of tlie matter was for the Director General of 



u In 1913 rentals had been arrived at for the 10 railroad elevators on the basis of 5 per cent of "present 
valuation less an average estimated depreciation for 5 yean." 
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Raikoads to take over the operation of the elevators. Commiasioner 
Harlan had stated in his report that 'Hhe ideal condition for the 
Kansas receivers and shippers would be the operation of those ele- 
vators by the director general." " However, this was not considered 
to be feasible at the time, and the adjustment finally recommended 
by Commissioner Harlan was adopted. 

Section 10. Services and charges under railroad operation. 

A modem railroad elevator is usually equipped to perform all, of 
the services which are oflfered by a private operator. 

The carrier as warehouseman. — ^The mvestigation of railroad 
elevator facihties in 1906 ^^ disclosed that carriers in several instances 
were performing commercial warehousing services free of charge as 
an inaucement to shippers. This was customary practice at Omaha 
and Kansas City as the following excerpts from the testimony indi- 
cate: 

Mr. Smith. If you bring into Omaha grain from any of your country stations and 
have it transferred to the Ureat Western Railroad, or the elevator operated by the Great 
Western, and they do unload at the Great Western elevator and elevate and clean and 
mix and subsequently load out of the Great Western elevator and send it over the 

M Thecase as arsuedi n 1918 by the receivers and shippers included the following considerations (omitting 
thepointsin this orief which apply wholly to war-time conditions): 

1. That terminal Rrain elevators owned by railroads or subsidiary companies of railroads are as much 
public terminalf aoiuties as freight depots and should be otoen to all shippers on exactly equal terms. 

2. That terminalelevator operation oy the railways should be considered an actual part of the operating 
expense of the owning railway . 

3. That (^largesf or elevator service such as transferring, unloading, and loading, storage, etc., be properiy 
adjusted to protect the Qovemment controlling the railways and yet serve all the public as on freights and 
&res at an exactly equal cost. 

4. That leases were originally made to firms when railroads were competitive and were always tacitly 
conditioned on the divernon by the lessees to the rails of the lessor, of aUpossible tonnage. 

5. That in these transactions the principal consideration was not the rental but freieot earnings to the 
carrier, securedin exchange for valuaUe storage and elevator space turned to commerciufirms at low rates. 

"6. That records on file with the Interstate Commerce Commission will show that under lease terms in 
effect untllrecently ,if not now, the earnings onleasee of grain elevators in Kansas City in some instances 
netted only three-tenths of 1 per cent to 2 per cent. 

7. That an advance in renuUs to net 6, 7, or 8 i>er cent to carrier would not effect a cure of the existing 
monopoly in Kansas City, as only the leasing firms could work throueh the elevators to advantage. 

16. That the elevator charges now published and effective through leased houses in Kansas City are so 
hizh that no shipper can pay them and live, hence practically all business is now confined to the eight 
prlncipallessees. 

17. Thatleasesonrailroad-ownedelevatorBin Kansas City are now confined practically to the following: 

Armour Orain Co., Chicago and Kansas City, storage K. C. (approximating) 6 million bushels. 

J. Rosenbaum Grain Co. ,Chicaffq, through 1 ts ICansas City subndiary , the Terminal Elevator Co. , 
st<wage K. C. (approximating) 3 milUon bushels. 

Hall Baker Orain do., KansasCity, storage K. C. (approximating) 3 million bushels. 

Simonds Shields, Lonsdale. Kansas City, storage K. C. (approximating) 4^ million bushels. 

Norris Grain Co., Chicago k Kansas City, storase K. C. (approximating) 1 miUion bushels. 

Frisco Elevator Co^ Kansas City, storage K. C. (approximating) 1 million bushels. 

Rylesworth GrainCo. , stock owned partly by Bartlett, Frasier (3o.,Chicago,storage K. C. (approxi- 
mating) 1^ miUlon bushels. 

Kaw Grain & Elevator Co., Kansas City, storage K. C. (approximating) \ million bushels. 

Million bos. 

Total firms (eight) railroad-owned, total leased to them 90| 

Total storage Kanisas City, approximate 23 

Balance grain storage.independent 2| 

Practically aU miUstorage, hence private. 

18. That this affords an airtight monopoly to the eight firms above named. 

23. That thereis no other large city in the United States where practically all storage is railroad owned, 
where so few firms are in such absolute control, where the community of interest is so strong and yet so 
circumscribed asi n Kansas City. 

25. That the continuation of existing leases or renewal of expiring contracts on any interest basis net to 
carrier and under any conceivable po]i<»ng system will further and foster a monopoly that isintolerable and 
harmful to the producer, consumer, and grain merchant of the entire Southwest. 

26. That tiie present service rates eflectivein leased grain elevators at Kansas City would earn the rail- 
roads a fine return, even if based on alowered efficiency and higher cost of operation such as lessees have 
stated to Commissioner Harlan would bei nevitable. 

27. That by conservation of space, the operation of the fewest number of elevators necessary and the 
centralized control by a competent (iovemment s«ent should reduce cost and improve efOdency. 

28. That any continuation of the present plan of leasingin our market willmean the loss of trade name to 
theindependent grain shipper, the maintenance of his organization at an almost totalloss, and i f notimme- 
diately corrected, the annihilation of 45 to 50 sound grain firms and the positive establishment in prestige 
and power of the eight or ten firms now in monopoly and restraint of trade. 

N Op. Oit., 8. Poc. 278. 
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Great Western road, who pays all the charges that have been incurred in transferring 
it, switching it, cleaning it, and loading it out? 

Mr. Updike. The Great Western. ^ 

Mr. Smith. And is that done for you and for any other grain dealer in the State of 
Nebraska free of charge? 

Mr. Updike. Yes, sir. 

Mr. Smiih. About what is the capacity of the elevator on the Great Western road? 

Mr. Updike. A million bushels. ^Rec, p. 484.) 

Comtnissioner Clark. Can you tell me why railroad companies have embarked in 
that line of business— doing it free of charge? 

Mr. Crowell. I would be unable to tell you why they do so, unless it is upon 

Commissioner Clark. Give us your theory of that. 

Mr. Crowell. My theory would be that they do so to facilitate the handling of 
grain over their line and to get tonnage for their line. 

Commissioner Clark. How long has such a practice been in vogue here? 

Mr. Crowell. I understand ever since the building of the Maple Leaf Elevator, 
called the Great Western. 

Commissioner Clark. How long ago was that? 

Mr. Crowell. I presume some of these gentlemen can tell accurately ; I do not know. 

Commissioner Clark. Did they begin by furnishing these services, or did they pay 
an allowance? 

Mr. Crowell. Well, I believe at first it was based upon an allowance, and then it 
was based entirely on a free handling, free clipping, and an allowance besides of a 
cent and a quarter. That is my understanding. 

Commissioner Clark. Do all of these elevator services, such as you have just 
enumerated, partake of the nature of an allowance from the railroad to the shipper 
of the grain? 

Mr. Crowell. I would hardly consider it that, Mr. Commissioner. I would con- 
sider it an inducement for the snipment of grain over their line. The privileges that 
are granted they grant to everybody and state openly what they do. 

Commissioner Clark. But it is m the nature of an allowance as an inducement 
for grain to come or go over their lines? 

Mr. Crowell. You might put it that way * yes, sir. 

Commissioner Clark. And if one railroad company does it, its competitors feel 
bound to meet that competition either in exactly the same or a different way? 

Mr. Crowell. Yes, sir. It has been contended by some, of course, that the han- 
dling of grain through an elevator is a thing that is incumbent upon a railroad com- 
pany, the same as the handling of merclmndise upon their depot platform, etc. 
Whether that is a good argument or not I do not know. 

Commissioner Clark. If a railroad company transports a car of horses and it is 
necessary to take them out for feeding, or transfer them from one car to another, the 
railroad company does it, doesn't it? 

Mr. Crowell. I am inclined to believe they do. 

Commissioner Clark. Do they furnish any men to clean the horses? 

M>. Crowell. Well, I presume not. (Rec, pp. 254-255.) 

Court decisions. — It has been held by the courts in certain juris- 
dictions that railroads were not authorized by their charters to carry 
on the customary business of warehousemen. This question was 

gassed upon by the Supreme Court of IlUnois in People v. Illinois 
entral Ry. Co. (1908) .^ A bill had been filed in equity in the nauae 
of the people of the State of Illinois to enjoin the lUinois Central, 
the Chicago, Burlington & Quincy, the Chicago, Rock Island & 
Pacific Railroad Cos. and others from discontinuing the operation 
(through their lessees) of certain grain elevators as pubhc ware- 
houses of class A under the warehouse act of Illinois. 

The bill having been dismissed by the lower court for want of 
equity the Supreme Court affirmed the judgment of the lower court, 
referring to five decisions by the courts of Illinois and other States,** 
and saia: 

w 233 111., 378; 84 N. E., 368. 

w Franklin Nat. Bank v. WUtehead, 149 Ind.. 560; Louisiana v. Southern Pacific Ry. Co., 52 La. Ami; 
1822; State of Maryland v. Baltimore & Ohio Railroad Co., 48 Md., 49; In the Matter of Swi£ert« 119 JH., 83; 
and Illinois Central Railroad Co. t;. People, 119 m., 137. 
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It will tlius be seen that there is nothing in the statute imposing the duty on a 
railroad company to funush puUic warehouse facilities, or to engage in the business 
of public warehousing, and issue receipts to meet the wants or convenience of members 
of a trading exdumge. It may be conceded that, as incidental to their duty to trans- 
port grain in bulk, railroad companies may, under some circumstances, have the 
power to furnish storage room for grain at important transfer points temporarily, to 
enable tiie owner to onlect enough for a caigo where the i^rain is to be reshipped bv 
water, and it is w^ known that many ndfroads maintain grain elevators for such 
purposes; but sudi storace contemplates a rotation, so that no one shipper or con- 
signee can monopdize all the storase room, and hold the same indefinitely, or until 
the market seems to j ustify him in selling his grain. The duty of the railroad company 
to the public to transport all the grain that is oifered for transportation forbids the 
companv from adopting a method of business which would permit third parties, over 
whom the companv has no control, to use its storerooms ana warehouses indefinitely, 
to the exclusion oi other patrons and the embarrassment of the company in the per- 
formance of its duty as a carrier. The combined capacity of the two elevators in 
question is 2,500,000 buEdiels, which is less than 10 per cent of the grain annually 
transported to Chicago by Hie Illinois Central Bailroaa Co. If appellants' contention 
is sustained, it would be possible for one buyer of grain to monopolize all the bins 
in these two elevators. One person might thus become the owner of all the grain in 
the elevators. Appellants would compel the railroad companv, or its lessees in 
charge of the elevators, to issue such owner warehouse receipts for the grain stored. 
As long as the owner is willing to pay storage charges to a public warehouse, we know 
of no law limiting the time or storage. Under the possible condition suggested, the 
- ability of the rauroad company to serve the public would be dependent upon the 
will and pleasm*e of the owner of the grain in the elevators. While this might be a 
great convenfence to persons eneaged in trading on the board of trade, we are unable 
to see how the public generally will be benefited, or the railroad company will 
thereby be the better able to dischar^ its duties as a carrier. The producer and con- 
sumer of grain alike require the services of railroad companies to transport grain from 
the former to the latter, but neither will be benefited b^r having the grain lodged in 
a public warehouse at some intermediate point for an indefimte time, in order to 
allow speculators to use the receipts representing such grain as a trading commodity. 
That a railroad company has no power, either express or implied, to own and operate 
a public warehouse as an incident to public purposes as a public carrier is, in our 
opinion, supported by sound reason and authority. 

Under the present interstate commerce law the carriers are re- 
qtured to publish atid file regular tariffs designating any services — 
such as elevating, storing, conditioning and generSly warehousing 
grain — ^which they provide in the course of transportation.'® As a 
general rule, if the carrier undertakes to transfer grain from car to 
car or from vessel to car, or vice versa, whether the service be per- 
formed by its own agents or by contract, such service must be speci- 
fied in a published tariff. If, however, ''elevation'' '^ is absorbed in 
the rate, as has been customary practice at Buffalo and New York 
Citj, the publication of a through rate is sufficient authority for 
furnishing the transfer service free of additional charge.'* The 
pubUcation of additional rates for elevation and warehousing services 
indicates that such services are additional to the line ham and are 
not included in the established freight rates. For example, the 
following tariff (I. C. C. No. 6714) became effective upon export 
fflrain received by the Western Maryland Railway Co., at the Port 
Covington Elevator, Baltimore, June 23, 1920: 

« Interstate Commeroe Act. see. 6, as amended Feb. 28, 1920 (24 Stat. L., 379; 25 Stat. L., 8S5: 34 Stat. L.. 
584: 41 Stat. L., 483). 

w Beenotes 15 and 64. 

•> I . C. C. ConieraDoe Baling 59: " Where oonnecting lines have united in publishing a Joint through rate 
between two points it is the sense of the commission that It is the dutv of the carriers in the route to pro- 
vide the car smd permit it to go through to destination or to transfer the property en route to another car 
at tb^ir own expense. (Affirmed in ruling 339.)" 
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EXPLANATORY STATEMENT. 



For charges on domestic (other than coastwise) and coastwise grain, refer to I. C. O. 
Noe. 6712 and 6713 or reissues thereof. 



APFUGATION OF TARIFF. 



The charges named in this tariff on export grain apply on shipments delivered to 
vessels at Port Oovin^n elevator, destined to foreign countries, including Cuba 
and the insular possessions of the United States; also Panama Canal Zone. 



ELEVATOR CHARGES. 



The following charges which are in addition to the rates for transportation, will be 
made for the various services at the Port Covington elevator (Baltimore), Maryland: 

INSPECTION. 

No grain will be received in store until it has beep inspected and graded by authorized 
inspectors, unless by special f^eement. 

The right is reserved to decline to receive or store unsound or unmerchantable grain 
or grain from vessels. 

INSURANCE. 

* Unless otherwise instructed by owners, this company will^ cause to be insured 
against loss by fire, for account of whom it may concern all grain while in Port Cov- 
ington elevator at annual rate of 25 cents per $100.00 of value and for shorter periods 
at short-term percentages of that rate as promulgated by the Association of Fire Under- 
writers of Baltimore City. 

Loss or damage by fire on grain not so insured, and loss or damage by deterioration 
from heating or other inherent causes at owner's risk. 

ELEVATOR CERTIFICATES, WEIGHTS, ETC. 

Elevator certificates will be issued for the actual weight of the grain received, and 
elevator charges will be based thereon. Freight qharges will be collected on actual 
weight, subject to minimum carload weight of governing tariff. 

WAREHOUSE RECEIPTS. 

Warehouse receipts will be issued by the superintendent of the elevator at his 
office upon the payment of freight and cnarges. 

SCREENING, BLOWING, MIXING, TRIMMING, ETC. 

Cents. 

Handling per bushel . . i 

Screening and blowing do J 

The maximum charge for both mixing^ blowine, and screening of part or all of 

any parcel (the rate to apply on entire parcel) per bushel. . ^ 

Mixing to apply on total quantity mixed do | 

Delivering in bags (specinc weights), sewing or tying to be performed by the 

owners per bushel . . J 

Reloading or trimming cars per car. . |1. 00 

DRYING (see note). 

Com, white, yellow, or mixed: Cents. 

} 



No. 1 per bushel. 

No. 2 do. . . 

No. 3 do. . . 

No. 4 do i 

No. 5 do i 

No. 6 do 1 

Sample grade (includes hot, fire-burned and infested with live weevils or 
otherwise of distinctly low quality): 

Dried for higher grade per bushel. . IJ 

Dried for sample grade do 2$ 



* Change. 
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Wheat: Cents. 

No8. 1, 2, and 3 -. per bushel. . J 

No. 4 do i 

No. 5 do.... 1 

Sample grade: 

To be dried for higher grade do IJ 

To be dried for sample grade do 2i 

Rye: 

No. 3 do... } 

No. 4 do.... 1 

Rejected do.... IJ 

All loss of weight to be borne by the owners of the grain. 

The above rates will be charged upon the weight of the grain after bein^ dried. 

Note. — This company does not guarantee to dry grain within any specified time 
and will not be responsible for deterioration of grain due to delay in passing through 
drier. Grain ordered through the drier will be handled as promptly as possible, 
taking its regular turn according to the date the order for dr3ang is received at the 
elevator office. 

STORAQE. 

Cents. 

On grain from cars for first twenty (20) days, or any part of same, including re- 
ceiving, also delivery in bulk to vessels or cars per bushel. . I 

On bulk grain (all grades except salvage grain) from vessels for the first twenty 
(20) days, or any part of same, including receiving, idso delivery in bulk to 
vessels or cars per bushel. . 2 

Each succeeding five (5) days or part of same do i 

[FileTL-846. Mailing list No. 502. (P.O. No. 273.) 750.]. 

The following extracts from an Erie Railroad tariff •* illustrates 
present practice as to free elevation and allowances at New York: 

Graded grain ordered afloat on arrival will be delivered in boats in lots of not less 
than 4,000 bushels to any customary place of delivery within the free lighterage limits 
of New York Harbor, without extra charge, and consignee will be aflowed four (4) 
days to discharge the grain. * * * 

Grain, in bulk, carloads, confined to New York, lighterage free, which has arrived 
via this company and been delivered to public elevator on Erie Railroad tracks at 
Jersey City, may be delivered from, at, or through such elevators, or it may be reloaded, 
in carloads of 40,000 pounds or more, in bulk, into cars and delivered at regular stations 
of this company in New York and Brooklyn at which grain is handled * * * to 
private sidings on Erie Railroad in Jersey City and to float bridges of connecting lines in 
New York Harbor and to connecting lines at Weehawken. * * * 

When delivery is made in bulk from public elevator on Erie Railroad tracks at 
Jersey City, by boats, in accordance with lighterage rules and regulations, an allowance 
of 60 cents per net ton will be made to such elevator for lighterage service. 

It is apparent that railroad elevators as at present operated do 
not attempt to distinguish between transportation elevation and 
commercial elevation.** 

Utiuzation of capacity. — It has been alleged that the railroad 
elevator as operated by the railroad agents for various shippers can 
not hope to utilize tne capacity of the house to any such degree 
as is possible in the case of the private operator who has entire con- 

« I. C. C. No. 10225, effective Jan. 17, 1921. 

M This distinction was made by the Interstate Oonuneroe Commission, 1912 (In the matter of elevation 
allowances, etc. , 24 1. C. C. 197), with the following comment: 

''There are two kinds of elevation, one of which may be termed transportation elevation, consisting 
of the passing of the grain through an elevator for the purpose of transferring it from car to car and obtain- 
ing its weight, and commercial elevation, which involves various prooesses in the treatment of the grain 
itself, like cleaning, mixing, clipping, drying, etc. The flrst sort of elevation is an incident to the trans* 

portation of the grain, the second to tne merchandising of the grain. 

♦ ♦ * * ♦ * * 

" It is extremely difficult to separate transportation elevation from commercial elevation. Both things 
are part of the same general process. The same plant facilities, the same power, the same gang, are em- 
ployed, and the commercial process go on at the same time. It has, therefore, been found impossible to 
separate the different items of expense and to say with confidence this belongs to transportation and this 
to commercial elevation." 
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trol of the disposition of all grain received in store. However, an 
examination oi the operating methods of the more efficient railroad 
elevators shows that such is not necessarily the case. The rail- 
road elevator is, to be sure, required to store shipments received bj 
various shippers classified into many varieties and grades. But it is 
generally possible to secure mixing orders from the owners of the 
grain whereby several grades or varieties may be mixed and rein- 
spected, with the result that certain bins may be released for new 
receipts. This mav be explained by describii^ the operating meth- 
ods at a certain elevator on the seaboard. The superintendent of 
that house has stated that in 1919 he handled about 36,000,000 
bushels of grain and that at a conservative estimate he could have 
handled 100,000,000 bushels at 25 per cent additional cost. Fur- 
thermore, as it was, the quantity handled amounted to a capacity 
turnover of about 18 times; that is, the rated capacity was utUized 
one and a half times every month on the average.®** At many times 
during 1919 there were from 65 to 70 different grades of grain included 
in the stocks in store in this elevator. As an indication of the range 
of grades handled there were 79 different grades in store on June 
21 and 46 diflferent grades on July 6. To nave kept all of these 
grades separate for the respective owners of the grain would have 
required special binning (such as has been practiced at Buffalo) 
and would have prevented economical operation, since the plant 
contains but 159 bins. Such a condition, however, has oeen 
avoided by requesting owners to issue mixing orders when it is 
desired to release certain bins for additional receipts. At times 
such orders come from the merchants on their own initiative. 
Frequently, however, the elevator calls up the board of trade in- 
spection department and asks that mixing orders be secured to 
cover certain lots of grain represented by outstanding warehouse 
receipts. The chief inspector of the boarci thereupon arranges with 
the merchants interested to issue signed mixing orders whi^ desig- 
nate the grades, the specific quantities, and warehouse receipts cov- 
ering these quantities so as to relieve the elevator operator of all 
responsibihty for the mixing and reinspection of these lots of grain. 
This practice appears to be operated effectively at Baltimore through 
the harmonious cooperation of elevator operators, the inspection 
department, and individual shippers. In that way storage facilities 
are assured except at times of aonormal congestion and the elevator 
storage is utilized to an extent quite comparable with the results 
attained by most of the private operators. 

It appears that the capacity utdization of terminal elevators in 
general increases in inverse ratio to the amount of conditionic^ (clean- 
mg, drying, smutting, mixing, etc.) which is required. At the ocean 
ports tne controlling motive in all operations is to keep the tri^c 
moving. Congestion, blockade, and embargoes lead to delays and 

« Compare the follcnrtng statement (42 1. C. C, 534). 

''Theoretically an elevator will contain its bin capacity. Practically it is said to be full when 75 per 
cent of its capacity is in use. But the working capacity fluctuates. Although the identity of grain is 
not ordinarily preserved, the various grades are separated. There are 128 grades at Baltimore and 115 
at New York. In order to move current grain through to the ships, a certain number of bins must be 
kept empty. The processes of mixing, cleaning, blowing, screening, drying, etc., require space. Bins 
are often not filled, out they can not be further uHliced without commingling therein different grades of 
grain. For example, the aggregate bin capacity of the Baltimore elevators of the Baltimore & Ohio and 
the Pennsylvania Railroads is 4,800,000 bushels. The working capacity would be approximately 75 per 
cent of the bin capacity, or 3,600,000 bushels. During the year 1015 these elevators handled appronmately 
90,000^000 bushels of gram, or during the ^ear were emptied and filled on an average every 12 working days," 
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demurrage charges on cars and vessels; and demurrage is the veritable 
bugbear of the exporter. At Buffalo, which is largely a transfer 
pomt (except during tlie winter months), special bmning of large 
shipments is a customary practicCj and every effort is made to move 
the grain so as to increase capacity turnover and, in consequence, 
the transfer earnings. At the primary markets, on the other hand, 
the storage factor is more prominent, storage and conditioning 
charges must be considered as sources of income, and both capacity 
tumovOT and capacity utiUzatioH are relatively less. At such points 
the railroad elevator may often be an unprofitable enterprise. And, 
since the carrier is interested primarily in moving freight, there has 
been a general tendency, already discussed, to lease the elevators at 

Erimary markets to pnvate operators. From the larger viewpoint, 
owever, this may not be the best solution of the problem. While 
the railroads may have little direct interest in grain elevators except 
as transfer facilities, this situation is no reason why the larger problem 
of storage or warehousing should be neglected, nor why the rai&oads — 
since thev have in fact so largely entered this field — should not assist 
in the solution of this problem (Chap. IV). 

56976'— 22 9 



Chafteb IV. 
WAREHOUSING AND STORAGE AT TERMINAL POINTS. 

t 

Section 1. The terminal elevator system in general. 

Necessity of terminal stobaqe. — ^Extensive elevator pxants are 
operated at numerous terminal points ^ in the United States for the 
purpose of storing, conditioning, and shipping the surplus supplies of 
gram received. As shown elsewhere in the report, a large proportion 
of each marketed crop is moved from the farms and country snipping 
stations soon after the harvesting season, and the system has aevel- 
oped of storing surplus stocks largely at terminal points. Grain at 
terminal points is readily available for consumption or shipment and 
terminal market warehouse receipts are high-grade collateral. 

The elevators constitute the lai^est fixed assets of the grain trade 
at terminal points. They are operated to a varying extent by deal- 
ers, consumers, common carriers, and warehouse companies. The 
aggregate rated storage capacity ^ in the United States, as reported 
from various important terminal markets, on July 30, 1920, was over 
260,000,000 bushels.' 

Description of terminal elevator plants and FACiLrriES. — 
The typical elevator for storing and shipping grain, whether located 
at an interior railroad terminal or at an ocean port, usually includes 
the following facilities: (1) Unloading pits or noppers for receiving 
the grain from railroad cars on the switch track; (2) elevating legs 
equipped with buckets on an endless chain or belt for carrying gram 
to the top of the house above the storage bins; (3) hopper scales above 
the storage bins for weighing the grain so received (m case it has not 
already been weighed on track scales when spotted for imloading) ; 
(4) a system of conveying belts for transferring grain from one part 
of the house to another or to place it in position for loading; (5) a 
workhouse containing special bins and machinery for cleaning, 
drying, mixing, and variously conditioning the grain prior to storage 
or transfer to a car or vessel for shipment; (6) one or more batteries 
of storage tanks or bins. The elevator used primarily for storage 
may be equipped with as many tanks as desired in connection with 
the transferring and tjonditioning machinerv described. The ele- 
vator used primarily for transfer purposes will contain fewer storage 
tanks and the workhouse will accordingly be a more essential part 
of the equipment. The tanks may be constructed of wood, concrete, 
tile, or steel, and the fire risk and corresponding insurance rate at- 
tached to the grain in store will vary accordingly. The insurance 
rates on elevators in the same terminal market frequently vary from 
as high as $2.50 to as low as 15 cents per $100 per armum.^ 

1 See Appendix Table II. 

s Exdaamg mill and Tnannfactuiing storage. 

* See Appendix Tables &-11. 

* The insurance rate quoted on the public elevator operated bv the port commissloiiers at New Orleans 
is 13 cents per $100; the rate for one of the Peoria elevators in 1919 was 13.34. 
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The following description of a fairly modem terminal elevator in 
operation at Chicago includes the essential features of such a plant: 

The elevator is situated on a belt railroad outside the city limits. It has a rated 
capacity of about 1,000,000 bushels, one-fourth of which is included in the workhouse. 
The construction is concrete throughout. 

On one side of the house there are three unloading pits directly under track scales 
upon which the cars can be drawn from the switch tracks where they are delivered. 
On the other side of the house there are two pits which can^lso be used for unloading, 
but the weights for grain unloaded on this sioe must be obtained from the hopper scales 
at the top of the house. Each of the five unloading pits is provided with an elevating 
leg and there are also four smaller legs for elevating into tne various workhouse bins 
or directly to the cleaning machines. 

The cars are moved up for unloading by means of automatic car pullers and auto- 
matic grain shovels are used for each operation. Two shovels attacned to cables are 
used in each car. The car is weighed before the seal is broken and after the grain has 
been removed to determine the net weight. Automatic scales are used, and the weights 
are recorded on small slips inserted in a registering device. The weigh^g is done 
by an employee of the elevator and superintendedby a representative of the weigh- 
master of the board of trade. 

Grain flows into the pits and down into the boot, an iron receptacle through which 
the baskets of the elevating legs pass. The buckets carry the grain to the top of the 
house and dump it into the spout through which it passes into the gamer which has 
been selected to receive the particuliu: carload, f^m llie top floor where the grain 
is thus received spouts are directed to the various bins and the grain can be spouted 
from anv gamer to any tank in the workhouse or can be directed onto a conveyor 
belt ana conveyed out over a storage tank where it is to be stored. Grain is taken 
off from the conveyor belt through a machine called a tripper, which runs on steel 
tracks across the top of the bins and can be set at any pomt on the conveyor belt. 
As there are three rows of tanks and five tanks in each row, there are three conveyor 
belts and three trippers. As the belt runs into a tripper it is flattened out and 
diverted downward, causing the grain to be dumped into a spout and tiience into the 
desired tank. 

If necessarv the sprain can be conveyed into the drying tanks, of which there are 
three; and when it is in such po(X condition that it does not flow readily through the 
spouts screw conveyors are used to convey the grain into these drying tanks. 

On the scale floor are the three hopper scales for weighing the grain received on the 
loading-out side of the house, and also for weighing all ^ins shipped out of the house. 
These scales are of a similar character to those on the gram floor, recording automatically 
the weight of the grain in the scales. On this floor are three separators for taking the 
coarse dirt and chaff from grain. These machines are of the screen variety, uiere 
beiog three mesh screens of mfferent sizes. The grain goes into the top of the machine 
through a spout, falls onto a venr coarse meshed screen which takes off any larger 
sticks and stones, the smaller stuff falling with the grain onto another screen of slightly 
smaller mesh. The second screen removes more chaff and dirt, and the grain then 
goes onto a screen of still smaller mesh which removes all small seeds, allowing the 
grain to pass off into a spout and so on down into a bin. The dirt and chaff falls from 
the machine onto the floor, ^here it is swept up and sacked. The seeds removed from 
grain go into a seed bin. 

There are also five machines known as oat clippers. These machines are used for 
clipping oats for the piurpose of increasing the wei^t per bushel. They can also be 
used to scour wheat to remove smut. For this latter purpose a lime preparation is 
necessary. 

For separating oats from wheat there are four machines, known as Richardson oats 
separators. These machines consist of a number of steel plates containing numerous 
small pockets, over which brushes are revolved. The oats being longer than the 
whea^ can not enter the indentations on the metal plates and are brushed off, while 
the wneat is saved. The oats pass into one spout and into the oat bin and the wheat 
goes into another bin through another spout. There is another machine for removing 
the oats from graua on this floor. This machine operates on a suction principle. The 
grain is introduced into the top of the machine and falls through an air current which 
catches the light oats and draws them off and allows the heavier grain to fall into a 
spout and into a bin. This machine can be used for removing any grain or seeds 
tnat is considerably lighter than other grain in the mixture. It would not, however, 
separate wheat and barley or rye and barley. 

In the basement of the elevator are three belt conveyers which run under the 
storage tanks. When grain is to be removed from the tanks the proper bin is opened 
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at the bottom ajid the grain falls onto the conveyer bdt and is carried along under the 
tanks into the basement of the workhouse and dumped into a pit. From this pit it 
is elevated by a leg to the top of the house and sent to a cleaning machine, a workhouse 
bin, or weighed out by the nopper scales, whichever is desired. Another screw con- 
veyer is also located in the bottom of the house. This conveyer is reversible and is 
for the purpose of transferring grain to various parts of the house, thus saving elevating. 

On the unloading side of the house are four unloading spouts connected witJh tJie 
scale hoppers. When grain is to be shipped it is weighed and then released from the 
scale hopper, whence it fs^s through the loading spout into the car. 

The oners, of which there are uiree, are located just ojatside the workhouse. At 
the top of the drier is a round tank, which is the outlet for the convevers from tbe 
workhouse. Directly below these tanks are the driers themselves. Tnese are large 
tanks, the upper halves of which are subjected to a current of hot air which is driven 
into tne tauK bv a blow fan through perforated ducts. 

As the grain uills from the tank on the top of the drier into this chamber the current 
of hot air dries the grain. The lower half of the tank is used to cool the grain. T^iis 
tank is provided with ducts which are oi)po6ite windows that are kept open. At the 
other end of the duct is a suction fan which draws the cool air through ihe grain and 
rapidly lowers its temperature. From this bin the grain drops through fumiels into 
another trough, and so on into a conveyer which carries it back to the workhouse. 
As the grain falls through these funnels the man in charge of the drying is able to 
obtain a sam|)le and ascertain whether the grain is sufficiently cool and dry. A car 
of heating grain can be cooled by this latter process in a surprisingly short tune. 

This elevator lacks a vacuum-<;leaning system, and some of the cleaning equipment 
is not of the most modem type, but in general it is considered one of the most effi- 
cient houses in the market. 

A published description * of the recently completed (1920) Penn- 
sylvania Railroad elevator at Baltimore, while not based on actual 
performance, presents the engineering detail of a modem railroad 
elevator for bulk grain: 

The new Northern Central Canton elevator has ample trackage and a water frontage 
which may accommodate five ocean steamships at one time. The loading gallery 
with its six 42-inch belts and the gantries in front of the workhouse can all be utilized 
simultaneously; as much as 60,000 bushels of grain per hour can be loaded into one 
hatchway, if desired. The details of the lualoading equipment will be given separate 
treatment later. 

The house is in eight units: The workhouse; three batteries of storage bins known 
as annex 1, annex 2, annex 3; the drier building; boiler house; dust house; and office 
building. The workhou^ has four unloading pits from which grain is received by 
conveyer from car unloaders; 19 stands of elevators; 10 No. 15 Invincible warehouse 
separators with a combined capacity of 75,000 bushels per hour; 23 solid lever scales 
made by the Standard Scale Co. ; 14 belt conveyers, 42 inches wide, carry the grain 
from the head house to the storage bins or drier, and as each of the conveyers has a 
capacity of 20,000 bushels per hour there is no danger of congestion in the head house, 
even though the extreme limit of close to 400 cars a day are handled. The workhouse 
has a bin capacity of 650,000 bushels. Including the storage tanks, the drier, and 
the workhouse, the plant has a total of 522 bins. 

The dimen^ons of the various buildings are as follows: The head house is 83 b^ 
212 feet on the ground plant and 225 feet high; the original storage annex No. 3 is 
200 by 100 feet and 110 feet high; annex No. 1, just completed, is 225 by 195 feet on 
the ground and 125 feet high; and annex No. 2, which is not yet completed, is 240 
by 195 feet and 125 feet high. The drier house is 34 by 64 feet on the ground plan; 
the boiler house, 52 by 47 feet; and the dust house, 36 by 36 feet. The boiler house 
is equipped with three 200-hor8epower boilers. 

The drier house is equipped with Morris driers of 4,000 bushels per hour capacity. 
The drier can be set to extract any desired amount of moisture and will perform its 
function without further attention. Grain can be sent from the scale or from any bin 
to the drier and discharged direct to a shipping bin or put back into storage. There 
are eight units of 500 bushels each in the drier, with grain storage of 3,000 bushels 
above and below each. The grain is held until the house unit of 20^000 bushels has 
been dried; then it is all moved. 

ft From the American Elevator and Grain Trade, July 15, WO, verified by the elevator agent. 
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The car-miloader building is 68 by 84 feet. There is a covered drip shed just 
beyond the unloadera where the cars dry so the water will not drip into the grain 
dump or the machinery of the unloader. This drip shed is 120 by 80 feet in size. 

The dust house is directly connected with the Day dust collecting system of the 
plant. The dust is delivered to bins under which are spouts and packers so that the 
dust can be sacked or loaded into cars in bulk. The office and wel&re building is 
completely equipped with recreation and lunch rooms on the first floor and the general 
offices on the second floor. 

The o|)eration of the entire house is by electricity. No device or equipment which 
woul d eliminate a man or insure more prompt or accurate movement has been omitted. 
The house is as near automatic aa it is possible to make it and is interlocked in its 
operations. The bins all have an overflow check. When the grain gets to a certain 
level the check automatically stops the elevator and the belt feeding the bin. If an 
elevator chokes it stops automatically and a special device at the head holds the belt 
so that the loaded siae can not slip back. If grain rises more than 3 feet in the boot 
the feed to the boot is shut off until it is again at the proper level. At every step of 
its progress through the house the grain is protected against misadventifire and almost 
all fire hazards are eliminated. All the spouts have a choke feed, so there is prac- 
tically no escape of dust into the house and consequent loss of weight from this cause. 

The cars are received over four tracks of the Pennsylvania Road. The elevator yard 
extends from the Canton Bailroad tracks to the end of the pier along which the unload- 
ing gallery extends. To obtain the maximum car-handling capacity the Stewart 
link belt car unloaders are placed midway between the Canton tracks and the pier 
end. By this arrangement 16 loaded cars can be placed on each of the four tracks 
and unloaded without the use of a switch engine. Each track has an unloader which 
discharges to a conveyer belt, which in turn carries the ^ain to the head house. 

Each track is equipped with a disappearing barney, which will drop down below the 
level of the track or nse up and pull a strins; of 16 cars either forward or backward as 
the operator of the car unloader m the track shed may desire. Each barney is con- 
trolled by heavy endless cables. 

The operator of each car unloader is stationed in a glass house just down above and 
beside the Car on his unloader, so that he can eaoly see what is goii^ on at every stage 
of the operation. The cars are not damaged, marred, or soiled in the operation. 

When with the assistance of the barney the operator has pulled the foremost car 
to the middle of his unloader, he first anchors the car, then pushes in the grain door 
and slowl)^ tips it to different positions, so that all grain will be readily dropped into 
the receiving sink. A large car is unloaded just as quickly as a small car. 

Each movement of the grain car unloader is controlled by an individual motor, and 
all motors are operated only from the operator's house. All motors and operating 
devices are so arranged that when the first and each succeeding motor is set in motion, 
each in its order will perform the service for which it was designed and automatically 
stop when its cycle of operation is completed. When it is c(»npleted it automatically 
connects the next cycle of operation. 

The unloader is worked with the services of two men, one in the operator's house, 
and the other to imcouple cars and operate the air hose to dislodge grain caught behina 
linings or fnune and sweep the car. 

The operator, after getting car on unloader. starts motor No. 1, which controls the 
damps at the ends of the car and hclda fast tne couplers. These clamps when not in 
use <U'op down below the level of the rails out of the wav. They are so arranged that 
they wul firmly engage the couplers of cars of any lengtn. 

When the end clamps have exerted a certain pressure, the power is automatically 
thrown out, and the motors controlling the side supports are set in operation. These 
side supports move up against the side and sill of the car on the receiidngnsdnk side, 
and when they have exerted a certain pressure the power is automaticSly thrown 
off, and motor No. 3, which controls the grain-door opener, is set in operation. 

The grain-door opener is operated by a motor which moves it steadily in fixed lines. 
The front of the opener first drops so that the lower edge rests on the floor in the 
doorway. Two upright bars bear on their faces small , sharp-pointed pins, which imme- 
diately engage tne outer surface of the grain door just beside the car-door posts. The 
grain door is (quickly pushed in about 6 inches and raised a similar distance from the 
floor, so as to insure the breaking of all connection with the doorposts. 

The grain door is retained on the sharp prongs of the door pusher imtil all grain has 
run out and the car has been swept out, when the pusher is withdrawn and the grain 
door drops to the floor of the car intact without being touched by hand. 

As soon as the grain-door opener has pushed the grain door to it limit, the next 
motor, No. 4, is automatically connected and this motor quickly tips the car sidewise 
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to an angle of 30^. As the grain door is retained on the face of the door opener, which 
remainB stationary, the tipping of the car sidewise greatly increases the opening below 
thegrain door and permits the grain to drop into the hopper of the receiving sink. 

when the car has been tipped sidewise to an angle of about 30°, the current is 
automatically transferred to motor No. 5, which in its turn tips the car endwise to an 
angle of 45° while it remains at 30° sidewise. This permits the grain in the up end 
of the car to run out rapidly. 

Motor No.^ 5 is then placed in reverse motion, and the car is tipped into a directly 
opposite position, so that all grain runs out from other end of the car box. Then 
motor No. 5 is again brought into operation and car is raised to a horizontal position. 
Motor No. 4 is reversed and car is brought to a normal position. The doorman then 
enters with air hose and dislodges grain from linings and sweeps it out. As motor 
No. 3 is reversed, the grain-door puuier i| withdrawn and the grain doom or lumber 
are dropped to the floor of the car. The reversal of motor No. 2 withdraws the side 
supports and the reversal of motor No. 1 withdraws the coupler clamps uid drops 
them below the level of the rails. 

The car door can be removed in 15 seconds and the car emptied in 3 minutes. 
Including spotting and removing the car, the operation takes from 7 to 10 minutes, 
but it is confidently expected tnat with practice this time can be considerably re- 
duced. It is estimated that these four unloaders save employing about 68 men to 
unload the same number of cars. 

As the grain is elevated to the head of the house another innovation is encountered. 
The Texas is dustless. The elevator heads are inclosed in iron housings which permit 
no dust to escape. The motors driving the elevator heads are direct connected to 
Stewart-Falk helical-cut herringbone gears which effect the reduction in the speed 
for the elevator pulleys with a loss of only 2\ p^ cent in efficiency at the head pulley, 
as against a loss of 15 per cent where rope drive is used. This gear is the most eco- 
nomical device for speed reduction ever devised. As there is 600 horsepower on the 
elevator heads costing approximately 1} cents per horsepower-hour, you can figure 
what this saving of 12^ per cent over ordinary head installation means. The baclatop 
securely locks and holds the belt if it is stopped under load to prevent slipping bacK 
under weight of the full buckets. This heaa drive absolutely eliminates any danger 
of misalignment or friction in the elevator head. It is self-oiung and noiseless and is 
undoubtedly one of the greatest advances in elevator equipment made in years. 
The bins and scale hoppers are equipped with a large ventilator which carriers off 
the dust as the grain is discharged, so that the entire plant is peculiarly free from dust. 
The distributing spouts under the scales are a great improvement over those usually 
found. Instead of traveling on a single wheel on the suspended circular track and 
on casters on the floor, these spouts have two ball-bearing wheels on the track and a 
Isu^e ball-bearing wheel on the floor with the result that, hterally, a touch of the finger 
will turn the heavy spout to the desired position. 

The power is entirely electric, 150 Westinghouse motors supplying a total of 7,500 
horsepower. Most of these motors are direct connected and the balance have Morse 
silent chain drive transmission, a total for the latter of 2,270 horsepower. 

The loading-out facilities of the house are as efficient as the other features. As the 
elevator is designed primarily for export business, vessel loading, naturally, is given 
the principal consideration. The loading gallery along the pier is 900 feet long and 
contains six 42-inch conveyors. Four of these can afl load into one vessel or into 
different ones at the same time. There are about 9 miles of belting and 69 conveyors 
in the plant. All the conveyors have automatic take-ups arranged with a counter- 
shaft and counterweight on the wall. 

There is a marine leg for handling grain from bay boats, with a capacity of about 
5,000 bushels per hour, equipped witli Webster machinery and with its own scales 
and cleaner. There are four bins in the leg, so that the grain here also may be held 
in store until the unit amount is accumulated for movement. 

Floating elevators. — ^At some of the ocean ports, notably New 
York and Philadelphia, floating elevators are operated for transfer 
purposes. These are needed especially to serve liners at points where 
the vessels can not be loaded alon^ide a stationary elevator plant, 
and the grain must be carried to the vessels in barges. Since grain 
can not be transferred economically with ship's gear from barges, the 
floating elevator is employed. It consists mamly of a hull which 
carries a ^'marine leg and a system of discharge spouts. Grain 
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barges are towed to the ship's side and the floating elevator runs or is 
towed alongside and transfers the grain over the side of the ship.* 

Section 2. Utilization of capacity. 

Vaeiations in capacity tubnoveb. — There are wide variations in 
the quantities of grain handled by individual elevators, depending 
upon location and the services customarily performed. The elevator 
operated by a private dealer at a large primary market is, as a rule, 
used largely for storage purposes, and the yearly turnover of grain 
per bushel of capacity is frequently much less than that of a house of 
similar construction operated at some break-bulk point relatively 
more distant from the producing areas; that is, the yearly turnover 
varies according to location in the transportation scheme. Further- 
more, especially for public elevators, there are marked variations in 
the quantity handled as between crops — ^variations resulting from 
differences in the availability of the crop for milling or other convert- 
ing purposes, and differences in the surplus available for export, as 
wSl as from general changes in traffic conditions. 

These variations in capacity turnover are indicated bv an examina- 
tion of a few figures for specific elevators located at different markets 
and operated for somewhat different piu'poses. 

Storage elevators. — ^Analysis of the records of 28 elevators at 
Minneapolis showed that the highest average capacity turnover 
for the 5-year period 1913-1917 was 6, i. e., the total Quantity han- 
dled during the year was six times the total capacity. This capacity 
turnover was made bj an elevator of 600,000 bushels capacity oper- 
ated primarily for private accoimt (although licensed by the State) . 
The lowest timiover was 0.5. This latter figure represents the 
capacity turnover of a house rated at 500,000 bushels capacity and 
also used primarily for private account of the operator. Tne average 
capacity turnover for the 28 elevators, aggregatmg 32,325,000 bushels 
capacity, was 1.99. This figure indicates very clearly that the ele- 
vators at Minneapolis have been used largely for storage for subse- 
quent consumption or in anticipation of shipping demand. 

At Coffeyville, Kans., there is an elevator Donded under the laws 
of Kansas which '' does a general storage, cleaning, clipping, sacking, 
mixing, and transfer business in grain. The rated storage capacity 
is 175,000 bushels. There were such variations in the quantity han- 
dled as between specified crop years that a 5-year average would be 
misleading. The yearly turnover was as follows: 



Year. 



1913 
1914 
1915 



BuAels 
loaded out. 


Capacity 
turnover. 


300,000 

1,000,000 

4fi0,000 


1.70 
6.70 
2.60 



Year. 



1916. 
1917. 



BuKhels 
loaded out. 



300,000 
800,000 



Gapaoity 
turnover. 



1.70 
4.90 



Transfer elevators in the interior. — The figures above are in sharp 
contrast with those for two small private terminal elevators operated 
atPekin,Ill.,andforone at Cedar Kapids, Iowa. The first of the two 
Pekin houses, with a rated capacity of 270,000 bushels, handled as a 



• See Joint Report of the New York, New Jersey Fort and Harbor Development Commission, 1920, 
p. 416. 
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yearly average (1913-1917) 2,513,270 bushels of grain, a capacity 
turnover of 9.30. The second Pekin house, with a rated capacity of 
100,000 bushels, made an average capacity turnover of about 11 for " 
the same period. The third house (at Cedar Rapids), with a rated 
capacity of 175,000 bushels, loaded out 2,800,000 bushels as a yearly 
average, which was a capacity turnover of 16 for the same period. 

Elevators at export points. — ^The port elevators at various points 
have exhibited wide variations in quantity handled yearly, regardless 
of war conditions. This appears in the figures for three plants located, 
respectively, at New Orleans, Newport News, and Portland, Me. 

(l) The quantities unloaded by the Trans-Mississippi Terminal 
Railroad Co. at New Orleans, aggregating (in houses ^'A and "B") 
1,350,000 bushels rated capacity, were as follows: 



Year. 



1912-13 
1913-14 
1W4-15 



Bushels 
unloaded. 



8,565,051 

7,892,592 

13,866,536 



Capacity 
turnover. 



6.3 

5.8 
10.3 



Year. 



1915-16. 
1916-17. 



Bushels 
unloaded. 



6,113,674 
10,612,616 



Capacity 
turnover. 



4.5 
7.9 



(2) At Newport News the Chesapeake & Ohio Railway Co. operates 
an export elevator of 1,000,000 bushels rated capacity. The quan- 
tities loaded out yearly for three years ^ and the figures for capacity 
turnover were as follows: 



Year. 



1915. 
1916. 



Bushels 
unloctded. 



62,812,440 
50,993,331 



Capacity, 
turnover.' 



62.8 
51.0 



Year. 



1917. 



Bushels 
unloaded. 



32,344,430 



Capacity 
turnover. 



32.3 



(3) At Portland, Me., the Grand Trunk Kailway Co. operates two 
export elevators aggregating 2,500,000 bushels rated capacity. The 
quantities loaded out (lai^ely Canadian transit grain) were as follows: 



Year. 



19X3 
1914 
1915 



Bushels 
loaded out. 


Capacity 
turnover. 


12,635,868 

9,105,301 

15,772,374 


5.1 
3.6 
6.3 



Year. 



1916. 
1917. 



Bushels 
loaded out. 



37,842,841 
12,171,f79 



Capacity 
turnover. 



15.1 
4.9 



Variations in stocks at terminal points. — ^The utihzation of 
the elevator capacity of a given market necessarily varies with the 
rapidity of movement from the producing areas and with transpor- 
tation conditions generally. 

Thus the average combined stocks of wheat in store at the 15 
largest terminal markets showed a range from 69,000,000 bushels 
during the first six months of 1919 to 26,000,000 bushels during the 
last six months of 1920. (See Appendix Table 4.) The average com- 
bined stocks of all grains in store, as between these periods, ranged 
from 117,000,000 bushels to 57,000,000 bushels. Whereas about 50 



7 Records for 1913 and 1914 destroyed by fire. 
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5er cent of the rated storage capacity at these points was utilized * 
uring the first half of 1919 U^anuary to June), the average utilization 
during thelast half of 1920 (July to December) was less than 25 per cent.* 

During the two years 1919 and 1920 the high point for all grain 
stocks in Chicago conunercial elevators was 31, 000,000 bushels, 
reported on February 22, 1919. The next highest was 29,000,000 
bushels on November 15, 1919. The high point for 1920 was 
22,000,000 bushels on January 3 (Appendix, Taole 5) . 

The low points for the two years were reached on June 26 and 
July 3, 1920, when the stocks of all grains were reported as about 
4,000,000 bushels. The low pints for 1919 were 6,000,000 bushels 
on June 14 and 9,500,000 busnels on July 5 (Appendix, Table 5). 

At Minneapolis the high point reached for stocks of grains for the 
years 1919 and 1920 was 31,000,000 bushels on February 1, 1919. 
The hi^h point for 1920 was 20,000,000 bushels on Januanr 3. The 
low pomt for 1919 was 9^000,000 bushels on August 3, and for 1920 
was about 1,000,000 bushels on August 21 (Appendix, Table 5). 

At Chicago the ratio of average stocks oi all grains to elevator 
capacity for the two years was about 40 per cent; at Minneapolis it 
was about 36 per cent. 

At the highest point reached by elevator stocks at Chicago in 1919 
the bins were loaded to about 73 per cent of total rated capacity; 
and at the high point in 1919 the utilization was about 52 per cent. 
When stocks reached their lowest ebb at Chicago in 1920, the ratio 
of capacity utilization was about 9 per cent. At Minneapolis 
capacity utilization in 1919 ranged from about 72 per cent to 22 per 
cent, and in 1920 from 46 per cent to about 3 per cent. 

At Buffalo, which is pnmarily a transshipment point, utilization 
of elevator capacity was lower in 1920 than in 1919, out the difference 
was not so great as at Chicago and Minneapolis. The high point for 
Buffalo stocks in 1919 was 19,000,000 bushels (78 per cent of capacity) 
on November 8, and the low point about 3,000,000 bushels (12 per 
cent of capacity) on July 12. The high pomt for 1920 was 15,000,000 
bushels (61 per cent of capacity), the low point being 1,000,000 
bushels (4 per cent of capacity) on August 21. From the figures 
examined it is clear that temunal stocks normally reach a low ebb 
at the close of each crop year. As between 1919 and 1920 there was 
a maTked difference in the utilization of elevator capacity during the 
season of heavy movement. The slackening of the movement from 
country points which followed the price recessions of 1920 and, espe- 
cially as regards wheat, the steaay flow of terminal receipts into 
export trade resulted in a much lower utilization of elevator capacity 
at all the larger terminal points (Appendix Tables 3-5). 

Elevator sebvices enumerated.-^Iu Volume II (pp. 273 and 
274) are shown, in tabular form, the customary services and charges 
of terminal grain elevators. In addition to the services of storing 

"The capacity utilization figures ixi this section are maximum figures, since stocks in mill elevators are 
apparently often included in the published statistics of " the visible supply" at specified terminals. The 
^ustinction between commercial elevator stocks and millstocks ^o^ not seem to be carefully drawn by 
statisticians In the trade. In reply to an inquiry from tiie Commission one well-known commercial agency 
stated: "The statistics referred to are received by the Chicago Board of Trade and posted on the black- 
poard, and we copy tiiem. We know of no particulars regarding them." Another prominent commercial 
J^^rnalreplied: '^ We aim to report what we eftllstodcsin irst hands^ that is, stocks that are not designed 
vx purely local consumption, and I presume your 'storage and shipping' designation would cover the 
geaterjjart of our stocks except perhaps inhere big wheat ndllers have stocks wmch are to be ground and 
' "^ -- - )urely local stocks." 

ttainable, since 
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and transferring ^ain there are several technical operations referred 
to in general as mixing and conditioning. 

The conditioning services of elevators are economically useful and 
beneficial to the extent that they prepare the gram to meet Tnilling 
requirements; render it merchantable, and remove the dockage which 
otherwise would increase the freight costs. Failure to clean me grain 
in or near to producing territory may lead to congestion and often 
retards the movement at export points. It is said that ''cleaning 
and blowing" decreases the fire hazard. However, conditioning as 
performed by the private elevator operator is based on merchandis- 
ing considerations, and the services are usually performed with a view 
to securing incidental profits from the sale of screenings, and im- 
provement of the average grade through mixing various lots, as well 
as the enhancement in value resulting from the removal of actually 
objectionable features. 

The specific services ^® performed by terminal elevators may be de- 
fined as follows: 

(a) Storage. — ^This term refers to storing in elevator tanks or bins in 
bulk with other grain of the same variety and grade. When stored 
separately it is ''special binned." Usually "free storage" is allowed 
for an initial period varying from 5 to 20 days as between markets — 
that is, the mitial storage cost for grain temporarily held to be 
unloaded to another carrier is included in the service known as 
"elevation." 

(6) Unloading and loading — receiving and loading — devotion. — ^The 
service described by these various terms is a traffic operation and is 

{)erformed largely as a transportation matter. It involves the trans- 
er of grain fiom car, bai^e, or vessel to another connecting carrier 
but presupposes that the grain can be loaded out within a specified 

geriod after being placea in the elevator's bins, e. g., 20 days, 
otherwise a "storage" charge will accrue. 
(c) Direct transfer. — ^This refers to the operation of transferring 
from car to car, from car to vessel or bar^e, or vice versa, in one 
operation; i. e., without unloading the grain mto a storage tank. For 
example, the charge in Kansas City ^r "receiving and loading, in- 
cluding first 10 days' storage" (effective Nov. .5, 1918), was 1 cent 
per bushel, while the chaise for a "direct transfer" was one-half 
cent per bushel. 

{d) Gleaning. — ^When cleaning involves screeninj^only, the charge is 
usually established and published. At times it is necessary to em- 
ploy special machinery, as an oats separator, to remove that grain 
from wheat, or a needde machine to remove oats from barley or flax 
from wheat. In such a case the process may require more tune than 
for screening and charges are often a matter of private arrangement. 
Several of uie elevators on the seaboard, however, publish regular 
charges for these services. 

(c) Cooling — blowing ^- turning — running^ to condition. — These 
terms relate to similar and sometimes identical services performed 
to prevent deterioration of grain from heating. Grain may be cooled 
by conveying it out of the bin or car and passing it through a cooler. 
Tne princip^ mechanisms of the cooler are the fans which subject 
the grain to drafts of cool air. The operation of merely running 
the grain from one bin to another may oe suflicient to overcome a 

!• In this coimectiaQi see descriptions of plant facilities in sec. 1 above. 
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heating condition. Some elevators have thermometer systems for 
registering the temperature of all the bins. 

(/) Mixing.^^ — ^As a warehousing service mixing is performed to 
combine lots of grain of different grades, in bulk, so as to release bin 
space, make up an averi^e grade out of the several lots, improve the 
condition of damp grain bymixingitwith drylots,orfor other reasons. 
When performed for public account mixing operations are more closely 
regulated than when performed by a private elevator company. 

ig) Dryina, — ^This service usually mvolves special machinery and 
may be a nignly technical operation. ^ As is well Known, moisture con- 
tent is now a factor in the determination of the grade, and maximum 
percentages of moisture for the various grades of wheat, corn, and 
oats are prescribed in regulations of the Secretary of Agriculture 
under the Federal ^ain standards act. By employing a drying 
machin^which for^ dry air through the moving gS-^ach" lot 
of grain can be conditioned to precisely the moisture content desired. 

(A) Clipping — Smutting. — Special machines are employed to scour 
off sprouts, smut, must, beard, etc., from wheat and oats and for 
mcreasing the test weight through the clipping or scouring process. 
The use of oats clippers to increase the test weight is illustrated by 
the following extract from the interoffice correspondence of a Chicago 
elevator company: 

We are clipping Bome 30 and 32 pound oats, 50 per cent No. 4 whites and 50 per cent 
No. 3 whites, and with the dippers set as light as possible, they clipped up 34} poimds, 
80 it will require some 27 or 28 pounds oats to get us down to 34 pounds. These oats 
clipped to 34} pounds cost us f cent per bushel to clip them, so it would look as though 
by using lighter oats with the heavier oats and dipping down to 34 pounds we ought 
to do it for i cent per bushel. This is encouraging, as it looked for awhile as though 
we would not be able to do anything. 

Just heard from C. on the lot of oats that he clipped to 34 pounds. He advises that 
he used 4 M bushels of oats and that there was a shrink m this lot of 128 bushels, 
practioEkUy 3| per cent. This shrinkage is for dipping only, the oats not being deaned. 

In malang this test he used 75 per cent No. 8 white and 25 per cent No. 4 white, 
averaging in weight 27^ pounds. C. has at the elevator oats that weigh 30 to 32 pounds , 
but these are of better quality and presume would be too good to use for export. 

We had a talk with M. and he tells us that if our oats test out 33} pounds they will 
pass muster all right. We will dip some of those good oats and then run in enough 
light oats to bring down the weight. After mixing the oats 50-50, No. 4 and No. 3 
white did before, so I don't think there will be any trouble about inspection out on 
the color, and on the basis of 33^ pounds it won't take but a very little clipping to put 
them in that class, so I think if you could sell 50 M bushels more on the same basis as 
the others it might be good idea to sell them. 

(i) Bleaching. — ^The sulphur process is sometimes used to bring 
damaged grain back to its natural color and to remove foreign odors. 
Bleached oats are considerably lighter in color than those of 
natural color. Under existing laws, bleached oats or other grains 
must be so marked when loaded. Elevator men claim that oats 
which are discounted as stained or off-color and grade No. 4 white, 
for example, can often be bleached and sold at the price paid for 
higher grades, even when it is known to all parties that they have 
been bleached by the sulphur process. 

Mixing and conditionino under railroad operation. — Grain 
may be conditioned by railroad operated elevators (1) to render it 
merchantable and to protect the carrier against damage claims, or 
(2) upon specific order from the merchant subject to the conditions 
of the published tariffs. For example, if com arrives with an 18^ 

» See Chap. V, sec. 2. 
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per cent moisture content it may be considered mmierchantable and^ 
if so, must be dried before it can be stored in the raib*oad elevator. 
However, if a dealer has sold No. 2 corn and the lot received grades 
No. 3 because of a 17^ per cent moisture content, it rests with the 
dealer to order the elevator to dry it down to 15^ per cent moisture 
with a view to securing a No. 2 grade on reinspection. 

Grain of different grades may be mixed in railroad-operated 
elevators under the supervision of disinterested parties in order to 
release additional bin space.^^ If mixing were not permitted at an 
export elevator it would not only be impossible to utilize the bin 
capacity (except in large block shipments) but there would be a 
further complication in unloading a great variety of grades into a 
vessel. In general practice, export grain has been mixed several 
times before it reaches the hold oi the vessel. 

Elevator operating r£cx>rds. — Form 13 below shows the record 
kept on each car of grain of any description received at the Western 
Maryland (Port Coviogton) Elevator at Baltimore. 

Fmrm IS.— UNLOADING RECOBD. WESTERN MARYLAND (PORT COVINGTON) GRAIN 

ELEVATOR, BALTIMORE. 

Fona Elv. 5-B. • 5m-»-19-19 

No United States Rahaoad Administbation. 

DIBECTOS OENESAL OF EAILEOADS. 

Date 

Western Maryland Railroad Port Covington Elevators. 

Baltdcobe. RECEIVED. 



Leg. 


Track. 


Initial. 


Nninber. 


Bin. 


Qrade. 


Net 
weight. 


Bushels. 


Cap. 


Remarks. 


1 


1 
2 
3 
4 


















1 


















1 


















1 





































..C.ofC, Weigher EL Weigher, 

C, of C, Traehnrum EL Trackman. 



u For example, the foUowixig regulation has been in effect at Baltimore since Nov. 24, 1919^ as a means of 
utilizing a maxiTniini of bin space in the elevators and to expedite the unloading of cars: 

On and after Nov. 24, 1919, In mixing, the following proportions will have to be used to make the respective 
grades: 



Mix for 1 red winter- 
ly parts of special 1 . 
1 part of special 2. 

Mix for 1 red winter— 

3 parts of special 1. 
1 part of special 3. 

Mix fw 1 red winter— 

4 parts of spedall. 

1 part of special 4. 
Mix for 2 red winter— 

2 parts of special 2. 
1 part of special 3. 

Mix for 2 red winter- 

3 parts of special 2. 
1 part of special 4. 

Mix for 2 red winter— 

5 parts of special 2. 
1 part of special 5. 

These same proportions apply to garlicky wheat. 



Mix for 3 red winter— 

3 parts of 8. 
1 part of 4. 

Mix for 3 red winter— 

4 parts of 3. 
1 part of 5. 

Mix for 3 red wintei^ 

5| parts of 3. 

1 part of sample Gd. red winter. 
Mix for 4 red winter— 

3 parts of 4. 

1 part of 5. 
Mix for 6 red winter— 

3 parts of 4. 

1 part of sample Od. red winter. 
Mix for 5 red winter— 

4 parts of 5 red winter. 
1 part of sample Gd. 



BX7LES BEQABDnra lOXTUBES OF WHEAT. 



ng orders to show quantity of each trade of wheat to be mixed in oonlonnity with formnla to be 
Led by the chief inspector of the Baltimore Chamber of Commerce. 



Mixinf 
ftimishf 

Certificates covering the quantities of wheat to be mixed to accompany the orders, and as soon as prac- 
ticable the elevator offices willreissue new certificates for the grade the mixture is ordered for. deducting 
firom the gross amount ofthe mixture ordered an amount equalto the average losses* sustained in mixing 
at Port Covington and Elevator No. 1 during the past six weeks beforeissuing the new certificates. 

The actual mixing to be done without weig^ng before and after mixing at the time of delivery to the 
ship or at times suitmg the convenience ofthe elevators. The grain is weidied but once under this arrange- 
ment, since the railroads willassume an average mixing loss. The usuafmixing <diarge to be made. 

*Loss of 60 pounds per 1,000 bushels mixed is the average for six weeks previous to Aug. 23, 1918, and will 
be used on all mixtures. 
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It will be noted that representatives of the chamber of commerce 
as well as of the elevator make a check on the operations at the receiv- 
ing track and on the weighing floor. 

In receiving grain from vessels at the Western Maryland elevator 
a pneumatic marine tower " is usually employed and complete 
data is recorded to show the costs and net revenue of each operation. 
This appears in Form 14 below. 

Form 14.— OPERATING RECORD, PNEUMATIC MARINE TOWER, WESTERN MARYLAND 
(PORT COVINGTON) GRAIN ELEVATOR, BALTIMORE. 

United States Railroad Admoostsation. 
dmbctob general of railroads. 

Western Maryland Railroad. 

Operation of the pneumatic marine tower at Port Covington elevator. 

Name of boat 

Began unloading, date hour 

Finished unloading, date hour 

Total bushels unloaded 

Grade of grains. Bushels. 



Number of K. W. H. consumed .'. . . 

Number of men in charge of marine tower and raising and lowering the suction pipe 

into boat 

Number of men moving grain to suction end of conveyor in hold of boat, cleaning-up 

boat, etc 

When varying number of men were used during unloading: 

Laborers. Wbat doing. Cost per hr. Total hrs. Total cost. 



Total cost of labor $. 

Total cost of labor $ 

Total cost of power hours at 11.25 KW. . . $ 

Total cost of unloading $ 

Average cost per 1,000 bushels $ 

Revenue for imloading, 2^ per bu $ 

Extra labor S. G. grain, 10 per bu $ 

Extra labor other grain, J<5 per bu $ 

Total revenue. . $ 

Total cost of unloading $ 

Net revenue $ 



The following are specimens of warehouse receipts issued for 
grain received for storage by a private elevator company at Duluth- 
Superior: 

UA device for elevating grain by air-suction through a tube inserted in the hold of the vessel. 
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Form 15.— WAREHOUSE RECEIPT ISSUED FOB SPECIAL-BINNED GRAIN. 

No 

Date ,192 



Globe Elevatob, 
sx7fsbi0b, wisconsin. 



.bush 

Grade. 



.lbs. 



THE GLOBE ELEVATOR COMPANY, has received in store in Its ELEVATOR No. 3, situated 
at SUPERIOR, WISCONSIN, for storage. 

From ^^k owner 

^^L bushels 

Of. %^ From 

All of said grain is in special bin No and said special bin contains no other erain. 

The undersigpaed agrees that no other grain shall be put into, and no grain shall be taken from, said bin, 
until this receipt has been duly surrendered. 

Said grain is deliverable upon the return of this receipt, properly indorsed by the owner, the party to 
whose order it was issued and the payment of our advertised rates of storage. Loss by fire or the ele* 
ments at owner's risk. 

Not valid unless countersigned by accountant. 

Globe Elevator Cokpant, 

f AocouiUant. 

By f Secretary . 



Form 1ft.— <«ORDINART" WAREHOUSE RECEIPT ISSUED BY A PRIVATE ELEVATOR 

COMPANY. 

Globe Elevator Company No 

D«Ztteft,2fM» 19.... 

Bush Lbs. 

Grade 

The Globe Elevator Company on this date has received from.... owner 

for storage in its Peavey Duluth Terminal Elevator situated in Duluth, Minn., bushels of . . . . 

whfch has duly been inspected and ^dedas 

by A duly authorized inspector appointed by the State Railroad and Warehouse Commission.of Minnesota 
and which is of that grade. An equal amount of ^ain of the same kind and grade by inspection, will be 
delivered to said owner, or order, on surrender of this receipt, properly endorsed, and payment of charges 
as herein specified . It is agreed that said grain may be stored or nungled with other grain of the same kind 
and quality by inspection. The storage charges on said grain from this date will be: Elevation, including 
15 davs' storage, 1^ cents per bushel; storage thereafter, one-thirtieth of 1 per cent per bushel per day. 
Loss oy fire or the elements is at owner's risk. 

This receipt is issued against grain owned by the undersigned warehousemen, either solely or jointly 
or in common with others. This receipt is issued pursuant to, and said strange shall be governed by, 
chapter 161, laws of 1913, of Minnesota, relative to uniform warehouse receipts. 

Not valid unless countersigned. Globe Elevator Company. 

A ccountanu By Secretary. 

It will be noted that the first receipt is^ for gram to be stored in a 
special bin, i. e., preserving the identity, and that the second receipt 
is for grain placed in general storage whereby the elevator com- 
pany agrees to deliver out grain of the same kind and grade, on 
mspection, under the general law relating to uniform warehouse 
receipts and, in this case, subject to the supervision of the register 
of the Duluth Board of Trade. 

A form of notification used by a Peoria elevator upon transferring 
grain for others is shown below. 

Form 17.— NOTICE OF TRANSFER FROM CAR TO CAR. 

Unloaded at Central City Elevator. 



For— 



Railway 



Car No. 



Initial. 



Weight, 
pounds. 



Loss by fire or heating at ownerls risk. 
Through billed grain Jor transfer. 



Peoria, 111., 191. 



Central City Elevator Co. 

(Mueller Grain Co., Lessee.) 
Per 
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Ine loading record kept on export grain presents a comprehensive 
statement of every step m the process from the arrival of the vessel 
until its departure^ witn the initials of all responsible parties engaged 
in the work. This appears in Form 1 8 below. 

Form 18.— LOADING RBCOSD, WESTERN MABTLAND (PORT COVINGTON) GRAIN 

ELEVATOR, BALTIMORE. 

WXStERN Mabtlakd Railwat Compant 



Vessel 

Weather Berthed at 

Vessel's draft m entering port Astern 

Tag handling vessel light 

8hq)per'8 agent 

Started loadfaigln bulk at 

DirectiflQ of wnd 

Grade of grain in bulk 

U it U It tt 



PORT COYIMOTON BLKVATORS 

Time of arrival at elevators 



Docked at 
Abow 



Tonnage 



C. of C. weigher 



Elevator weigher 
Date 

Tide high or low 
In holds 



It 
It 
It 



ft 
tt 
It 



tt 
tt 



tt 
tt 



tt 
tt 



tt tt tt 



II 
It 
tt 
It 



tt 
II 
•I 
tt 



Date 
How docked 

Length 
Stevedore 
C. of C. inspector 
Weather 

Aoct. of 
•« tt 



It 
tt 



It 
It 



It tt 



Finished loadine in balk at 
Started loading m bags at 
Orade of grain in bags 



Date 



H 
II 
It 
II 



It 
II 
II 
tt 



It 

11 
It 



tt It 



II 
It 



II 
It 



It it tt 



In holds 

It It 

II 
It 
It 



in holds 
Date 



Weather 
Aoct. of 



It It 



<i 
II 
II 



I, 
It 



It 
It 



tt It 



Finished loading in bags at 
Nomber of men sacking 
Time consomed in sadong 
Delays on aoooont of weather 
" ** " " elevator 
Thiished loading grain at 
Total boshels in bags 
Did boat take coair 
How long coalingf 
Name of companv coaling 
Vessel's draft on leaving port 
Tug handling vessel leavmg elevators 
Elevator Foreman. 



Date 



In holds 
Number of men trimming 
Delavs in saddng 
Was vessel delayed on account of ice in harbor? How longf 



Grand total cargo 



Astern 



Date 
Total bushels in bulk 
How much? Date 

Was elevator delayed on account of coaling? 

Coal barge name 
Abow Tannage 



Elevator Chief Clerk. 



Dock Foreman. 



Such a detailed record is essential in the case of export grain, since 
a cargo of wheat, for example, is frequently worth several hundred 
thousand dollars. Anj error in the unloading process or any delay 
of the vessel may result in costly claims or in a net loss to the exporter. 

Section 3. Ownership and control of terminal elevators. 

Railboad elevators. — Grain elevators at terminal points were, 
as already stated, built by the railroads as part of their terminal facil- 
ities in tne early days of the terminal markets. This policy was 
followed by the Illinois Central, the Chicago, {lock Islana & racific, 
the Great Northern, the Union Pacific, and the Atchison, Topeka & 
Santa Fe Railway Cos., and other lines penetrating the newly devel- 
oping grain areas, as well as by the trunk-line railroads runmng east 
from Oiicago. To-day 35 per cent of the terminal elevator capacity 
of the country ** is owned by railroads. 

The raiboad-owned elevators at interior terminal points are mostly 
leased ^^ to private dealers and subject to the operating control of 
the lessees (Chap. Ill, sec. 4). At the seaboard points railroads own 
about 69 per cent of the rated storage capacity and in most instances 
retain the operating control," there being a distinct contrast in rail- 
road pohcy as between water terminal and interior terminal points. 

^* Based on reports from 52 points. Millers' and converters' elevators excluded (Appendix Table 8). 
u The railroaa elevators leased at interior points comprise about 27 per cent of the interior terminal 
market storage capacity (Appendix Table 8). 
^ Sixty-four per cent of tne seaboard cajMicity is railroad owned ftud operate^H (Appendix Table 8). 
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Municipal elevators. — ^During the past few years at least foiir 
large terminal grain elevators have been constructed by public 
autnorities as port terminal faciUties for the use of the shipping 

gublic. These are the municipal elevators operated by the port oi 
eattle. the board of conamissioners of the port of New Orleans, the 
Sort 01 Astoria commission (Or^.), and tne commission of public 
ocks of Portland (Oreg.).^^ 'fiiese facilities were financed by 
publicly authorized bond issues and are located on the waterfront 
and connected in each case with belt railroads or spur tracks with a 
view to serving the respective ports without preference to any carrier 
or individual shipper. In method of operation and services offered 
to the public they closelv resemble the public elevators of the 
Dominion of Canada.** The figures of capacity and investment of 
these elevators are as follows: 



City. 



Operator. 



Rated 
capacity. 



Year con- 
structed. 



Investment 
(capital 
outlay). 



New Orleans.. 

Astoria, Oreg.. 
Portland, Oreg 
Seattle 



Board of commissioners of the port of 
New Orleans. 

Port of Astoria 

Port of Portland 

Port of Seattle commission , 



2,622,000 

1,250,000 
1,033,850 
1,026,870 



1915-1917 

1919 

1920 

1915-1918 



1 $2, 773,378. 21 

503,889.10 

l,400,00a00 

485,514.25 



5,932,720 



1 Includes building, machinery, and other construction cost as listed in Annual Report of the Board 
of Commissioners, 1918, p. 11. 

These municipal elevators provide the customary warehousing 
facilities for the elevation, storage, handling, and conditioning of 
grain at rates estabUshed by the port authorities. The rules and 
tariff (Feb. 29, 1920) applying to the public grain elevator at the 
port of New Orleans will illustrate the scope of these services. 

Grain will be received, stored, conditioned and handled in the public grain ele- 
vator of the board of commissioners of the Port of New Orleans, subject to the fol- 
lowing rates, rules and regulations: 

INSPECTION AND WBIOHING. 

Rule 1, — Grain shall be weighed into and out of elevators, also inspected and graded 
before being received into and discharged from elevator, in accordance with the rules 
of the New Orleans Board o| Trade weighing and inspection departments at expense 
of the owner. The elevator company reserves the nght to refuse any grain wnich, 
in its opinion, is unmerchantable or in unfit condition for storage, transfer or handling. 

FIRE INSURANCE. 

Rule 2. — Ample fire insurance will be provided by the public grain elevator of the 
board of commissioners of the port of New Orleans to at all times cover the full mar- 
ket value of all grain and containers stored in this elevator and in cars on railroad 
tracks within 100 yards of said elevator building. Loss by fire shall be at the ele- 
vator's risk. 



17 Construction has been begun on a State-owned terminal eIe*/ator in the port of New York to cost 
approximately $2,500/KX). This elevator is planned as a part of the State barge canal S3rstem and will be 
located at Oowanus Bay. Brooklyn. An act of the New York Legislature^ passed in 1920. authoriKod in 
addition to the above a terminal grain elevator at Oswego to cost approxmiately 11,000,000. (Monthly 
Bulletin, American Association of Port Authorities, January; 1921, p. 39.) 

i> Operated by the Dominion at Port Arthur, Vancouver, Moose Jaw, Calgary, Port Golbofiie, lUifax, 
and St. Johns and elsewhere: and by the harbor commissioners at Montreal. In this cannictiQii see the 
American Elevator and Grain Trade (monthly, Chicago), May 15, 1921, p. 837. 
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OJUIN AT owner's RISK. 

Rule 3. — Grain is at owner's risk of depreciation in grade from heating or other 
causes from time received into elevator until discharged therefrom. The elevator 
company reserves the right on all grain after using due diligence to preserve condi- 
tion , to send it to the dryers, the necessity of this action being decioed by board of 
trade inspector in charge, owner paying drying charge and standing shnnkage, as 
provided herein under Kule 9. 

POSTING GRAIN OUT OP CONDmON. 

Rule 4- — Grain on storage which becomes out of condition from heatdng will be 
posted on the bulletin of the New Orleans Board of Trade, prior to 2 p. m., and if 
not removed from elevator before 5 p. m. of the second day after posting, a char^ 
of one-fourth (i) cent per bushel per day, or part thereof j will be made until grain 
is ordered out. Grain out of condition will be charged against the oldest outstanding 
cars or barges of like grade and color. 

STORING REGARDLESS OF OWNERSHIP. 

Rule 5, — Grain will be stored in bins containing the same kind and grade regard- 
less of ownership, but when stored in special bins at request of owner, a charge of 
one-fourth (J) cent per bushel for each thirty-day period, or fraction thereof, will 
be made in addition to the regular storage charges, as provided herein by Rule 14. 

TRANSFERRING FROM BIN TO BIN. 

Rule 6. — Grain will be transferred from bin to bin whenever, in opinion of Super- 
intendent of Elevator, such action is necessary to obtain benefit of full storage capac- 
ity of elevator. 

ELEVATION AND SACKING CHARGES. 

Rule 7. — 1. Grain for export will be handled as follows: 

(a) Into elevator from cars or river barges in bulk, and thence into vessels at ele- 
vator's wharf in bulk, or into cars, in bulk for delivery to other export elevators at 
rate of one and one-fourth (1^) cents per bushel for all grain. 

(6) Into elevator from cars or river barges in bulk and deliverv into sacking hop- 
p^ on wharf, in bulk,* and there sacked for delivery to ship or loaded into cars for 
delivery to ship at rate of one and three-fourths (If) cents per bushel for all grain; 
owners to furnish sacks and twine. 

{c) Into elevator horn cars or river barfi;es in bulk, there sacked and loaded into 
cars for delivery to ship at rate of one and three-fourths (1}) cents per bushel for all 
grain; owners to furnish sacks and twine. 

2. Grain for local or domestic delivery will be handled as follows: 

(a) Into elevator from cars or river barees in bulk and there sacked at rate of one 
and one-fourth (1}) cents per bushel for all erain; owners to furnish sacks and twine. 
Charge for loading into cars provided in Rule 12 will be in addition. 

(6) Into elevator from cars or river barges in bulk and delivery into sacking hop- 
pers on wharf, in bulk, and there sacked at rate of one and one-fourth (1^) cents per 
Dushel for all ^ain; owners to furnish sacks and twine. Giarges for loading into 
cars provided m Rule 12 will be in addition. 

3. Grain imported from foreign coimtries will be handled as follows: 

(a) Into elevator from cars in bulk or from hold of vessel in bulk, and thence into 
cars in bulk at rate of one and one-fourth (1)) cents per bushel for all grain. 

(6) Into elevator from cars in bulk or from hold of vessel in bulk, and thence into 
vessel or into river barge at elevator's wharf in bulk at rate of one and one-fourth 
(li) cents per buehel for all grain. 

(c) Into elevator from cars in bulk or from hold of vessel in bulk, and delivery 
into sacking hoppers on wharf in bulk, and there sacked for delivery to ship, river 
bai|ies, or for loading into cars at rate of two ^2) cents per bushel for all grain; owners 
to mrnish sacks and twine. Charge for loaoing into cars provided in Kule 12 will 
be in addition. 

(<f) Into elevator from cars in bulk or from hold of vessel in bulk, and there sacked 
for loading into cars for local or domestic delivery or for delivery to ship or river 
barge at rate of two (2) cents per bUiB^el for all grain; owners to furnish sacks and 
twine. Charge for loading into cars provided in Rule 12 will be in addition. 

4. In addition to the foregoing, all grain will be subject to storage charges provided 
in Rule 14 and charge for emptying sacks provided in Rule 13. 

56976**— 22 10 
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CLEANING, COOLING, BLOWING, SCREENING, SCOURING, CLIPPING, MIXING, TURNING, 

ETC., TO PRESERVE CONDITION. 

Rules. — ^A charge of one-fourth H) cent per bushel will be made for cleaning* 
cooling, blowing, screening, clipping, mixing or turning and one (1) cent per bushe^ 
lor scouring or smutting grain to improve its condition. The actual loss in weight 
will be chaii^ against owner of the grain. No charge will be made for miTi ng grain 
while handling nom elevator to ship for export. 

DRYING. 

Rule 9. — ^The following charges will be assessed: 

For dryins number 1, 2, 3, 4, and 5 grain, one and one-half (1}) cents p»er bushel. 
For dryinff No. 6 grain, two (2) cents i>er bushel. For drying sample erain two (2) 
cents per oushel for 5 per cent or less moisture extraction and one-half (J) cent per 
bushel additional for each 1 per cent moisture extraction above 5 per cent. 

For dryinff salva^ or other unmerchantable grain, four (4) cents per bushel for 5 
per cent or less moisture extraction and one-half (}) cent per bushel additional for 
each 1 per cent moisture extraction above 5 i)er cent. 

For drying beans, peas or other articles not otherwise specified herein six (6) cents 
per bushel. In all instances the actual loss in weight will be chaiged against the owner 
of the grain. 

The grsbde of ** Rejected " grain shall be considered No. 5 and ** No grade '' assample. 

All grain containing above 19.5 per cent moisture will be dried unless within 48 
hours after inspection it is ordered held in special bins, as provided under Rule No. 5 
at owner's risk of depreciation in grade from heating and otner causes and avoirdupois 
loss incidental thereto. 

SEPARATING. 

Rule 10, — ^A charge of one (1) cent per bushel will be made for separating mixtures 
of two kinds of gram or other foreign substances. The actual loss in weight will be 
charged against owner of the grain. 

RECBIVINO. 

Rule 11, — ^A charge of $9 per car will be assessed for receiving into elevator when 
such grain is delivered locally, provided no storage or other bharges (except loading 
charge) have accrued. 

LOADING. 

Rule 12, — ^A charge of $3 por car will be assessed for loading bulk or sacked grain 
into cars when for local or aomestic delivery. 



RECEIVING GRAIN IN SACKS. 

Rule IS. — ^When grain in sacks is imlo«tded from cars into elevator a charge of three- 

turths ii) cent per bush 

baling tne empty sacks. 



fourths (}) cent per bushel vdll be made for emptying sacks, which includes cost of 
th< 



STORAGE CHARGES. 

Rule 14' — When for local or domestic: 

For first five calendar days, free storage. 

For next succeeding ten calendar day x>eriod, or fraction thereof, after free time, 
one (1) cent per one hundred pounds. 

For eadi succeeding ten calendar day period, or fraction thereof, three-fourths 
(t) cent per one hundred pounds. 

When for export: 

For first ten calendar days, free storage. (See note.) 

For each succeeding calendar day, or fraction thereof, one twenty-fifth (,V) cent 
per bushel. 

Note — Storage charges on srain for export will be reckoned from date of arrival of 
car or river barge at the port of New Orleans, La. , or from date car stopped at the differ- 
ent railroad yards within the switching limits of the port of New Orleans, when con- 
ditions at the port prevent unloading into elevator. Any free time consumed by 
such cars on tracks or river barges at vmarf will be deductea from free time allowance 
in elevator. The public grain elevator will reckon the date of the railroad manifest 
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covering the car as being the arrival date, and the arrival of river bargee within the 
limits oi parish of Orleans as being the arrival date. 

When imported from foreign countries for local or domestic use of for export: 

For first ten calendar days, free storage. 

For next succeeding ten calendar day i)eriod, or fraction thereof, after free time, 
one (1) cent per one hundred pounds. 

For each succeeding ten calendar day period, or fraction thereof, three-fourths 
(i) cent per one himdred poimds. 

SXTBRENDER OR RELEASE AGAINST SHIPMENT. 

Rule 15. — Surrender of warehouse receipts, or receipt for shipment issued by rail- 
road local freight agent, or local agent of barge line, accompamed by delivery order 
must represent the total amount of each grade, class, and color of grain discharged 
from elevator. 

DELIVERY OP GRAIN. 

Rule 16, — Grain will be delivered from the elevator only upon surrender of ware- 
house receipts properly endorsed, or receipt for shipment issued by railroad local 
freight agent or local agent of bstrge line, accompanied by delivery order showing 
original lading has been lifted and all freight charges paid. 

UNLOADING GRAIN INTO ELEVATOR. 

Rule 17. — ^The public grain elevator is primarily intended for the transfer of cndn 
from railroad cars and river bargee to ships and to be used for storage of grain omy to 
the extent required for such primary purjjoses. The elevator, therefore, reserves the 
right, whever it deems it desirable to facilitate ihe prompt movement of grain from 
cars and river barges to ships, or to prevent blockade of the elevator, or for any other 
reason, by it deemed sufficient, without notice, to apply the following rule: In the 
event of a blockade in the elevator and a congestion of cars or rivet barges^ upon the 
blockade being relieved by outward shipment, preference will be given m the un- 
loading of cars or river barges to the care or river barges for whidi vessel room is 
engaged and first available lor loading. 

Prior to the erection of the municipal elevator at Astoria there was 
no elevator for bulk grain in the port, either railroad or private. The 
increase in bulk handling in the Pacific Northwest *' led to a demand 
for bxilk-handling facilities at the ocean terminals, which was met in 
this case by the port authority itself. 

The municipal elevator at Portland was constructed for similar 
purposes. A bond issue of $3,000,000 was authorized by vote of the 
city electorate primarily for the purpose of constructing a municipal 
elevator for handling bulk grain. It is reported that the elevator has 
a storage capacity oi 1,050,000 bushels and that the total investment 
(August, 1920) is $1,323,480.45. This would indicate a construction 
cost of about $1.26 per bushel of capacitv. The general purpose and 
function of the elevator is described as follows: 

This elevator was constructed on account of the development of bulk handling of 
grain in the Pacific Northwest and is intended to perform all the functions of a terminal 
elevator, including receiving, storing, cleaning, scouring, mixing, and shipping bulk 
grain . It will be operated in connection with a 1 , 000, 000-bushe 1 grain dock for sacked 
grain, and all cleaning of grain stored on the dock will be performed in the elevator, 
and in the event such sacked grain, after cleaning, or any grain received in bulk is 
intended for shipment in sacks the necessary sacking will be performed on the dock, 
where facilities have been provided. 

Elevators operated by dealers. — ^A tabulation of the elevators 
operated by railroads j public agencies, and public warehousemen n^t 
dealing in grain, made up from Appendix Table 11, shows an aggre- 
gate capacity of about 63,000,000 bushels storage (largely at sea- 

u Of. Vol. I, Chap. Uy sec 3. 
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board points) ; which is about 20 per cent of the total tenninal 
storage capacity in the United States.*® Probably 80 per cent of 
the terminal elevator capacity, excluding that of millers and con- 
verters, is therefore operated by private dealers in grain. 

A survey of 52 points in 1920 snowed 172 private companies to be 
operating terminal elevators for the purpose of storing, conditioning, 
and shippmg grain on their own account, i. e., not as public ware- 
housemen. Ine elevators so operated for private account comprised 
nearly 60 per cent of the terminal storage capacity of the country in 
that year." (Appendix Table 6.) 

In a commercial sense, however, the aggregate elevator capacity 
controlled by private dealers includes#lso a majority of the elevators 
licensed as public warehousemen by the States. The 30 elevators 
licensed by tne State of Minnesota to do a public warehousing business 
at Minneapolis and St. Paul are owned and operated, for the most 
part, by private merchants, and the grain handled for public account 
IS usually inconsiderable in comparison with the quantities handled 
for account of the operators themselves. None of the elevator com- 

ganies at Duluth now operate as public warehousemen. In Kansas 
ity a majority of the public elevators — comprising fully 85 per cent 
of the storage capacity of the market — are owned by railroads and 
leased to the larger dealers of the market who utilize them primarily 
for handlmg their own grain. In Chicago, while the public ware- 
house operatdts are forbidden by Illinois law from storing their own 
grain in the public bins, the operators are in every instance lai^e 
merchandisers of grain, and by a technical compliance with the 
statutes are able to derive appreciable benefits from the operation of 
these houses." That is, over 30 per cent of the total capacity in 
the United States is operated imder State license but in practice is 
used primarily for private account. 

This situation is m marked contrast with that in Canada, where 
the bulk of the terminal elevator storage capacity is operated by- 
public warehousemen^^ who, under the Canada grain act, are for- 
bidden to deal in grain ;^* although bin space may be leased subject 
to the approval of the board of grain commissioners for Canada. 

Section 4. Public elevators as defined by State laws. 

Twelve of the principal grain-producing States, in the exercise of 
their police power, have passed laws declaring that the elevation and 

*^ Excluding the storage capacity of millers and converters. 

>i Excluding the storage plants o f milters and oonverters o f grain. 

St See sec 7 

» The capacity figures for public and private terminal etevators at Fort William and Port Arthur are 
shown in Appendix Table 10. 

*< 2 Geo. V, chap. 27, sec. 123: 

" 123. No person owning, managing, operating, or otherwise interested in any terminal elevator shall buy 
or sell grain at any ix>int in the eastern or western inspection division. 

"2. Subsection 1 of this section shall not apply to any person who owns, manages, operates, or is other- 
wise interested in any terminal elevator— 

"(a) which, with tne approval of the governor in council, has been leased to the board for operation or 
has been leased to any person for operation with the approval of the board or is managed ami operated 
by persons approved oy the board; or 

"lb) whi(±i is used or operated in connection with any flour mill situate at the same terminal point as 
such elevator: Provided, Aou7«t;0r, That such elevator shall be subject to such restrictionsandregulatioiis 
as are imposed by the board , with the approval o f the governor in council. 

"3. Subsection 1 of thissection shall n^ot apply to any person by reasotn only of the fact that he is an 
owner or holder of stock or shares in a railway coonpany whidi owns or operates a terminal elevator which 
does not as a business buy or sell grain. 

"4. If the person mentioned in subsection 2 hereof owns, manages, operates, or is otherwise interested 
in any terminalelevator other than a terminal elevator coming under the provisions of subsect^n 2 hneo^ 
he shallnot be exempted from the provisionfl of subsection 1 nereof." 
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storage of grain xrnder certain conditions is a business affected with 
such a pubfic interest as to require license and regulation.^ 

The history of such warehouse legislation was reviewed in 1912 by 
the Supreme Court of Kansas in State v. A., T. & S. F. Ry. 
Co.** In this case, construing the Kansas statute, it was held that 
in order to be public an elevator must be one in which grain is stored 
in bulk, doing Dusiness for a compensation, and in which the.grain of 
different owners is nuxed together.»« The court while reviewing the 
history of grain-warehouse legislation pointed out that the definition 
of this class of warehouse as first established in HUnois by the act 
of 1871 had been substantially followed in subsequent statutes of 
Kansas, Indiana, Missouri, Nebraska, Wisconsin, and Minnesota. 

Since 1912. however, the progress of legislation shows a departure 
from this uniiormity of defimtion,'^ particularly in Kansas, Neoraska, 

u 87 Kansas, 348; 125 Padflc Reporter, 08. 

« Idem. The oourt said that this deflnitlon or its substantial equlTatont . had '' been incorporated in 
ststates in Indiana (section 10, 484, Ann. Code of Ind. 1908; acts of 1879, p. 230); in Missouri (section 6775, 
Rev. Stat. No. 1900) (in Nebraska (Laws 1801, o. 55, sec. 5a); and in Canada (Rev. Stat, of Canada 1906, 
c. 85, pt. 2, sec. 48). The Nebraskaact wasrepealed in 1900. (Laws of 1900, c. 152.) The CSanadianact was 
amenaed in 1908, these words being omitted from the amended statute. (Chapter 45, sections 3, 7, and 8, 
Edw. VII.) Thewordswereused ina Wi8con8instatutepafisedinl905(cl9,sec. 6), but at a special session 
in the same year the section containing them was amenaed so as to express with clearness what we have 
held to be the true meaningoriginally intended; the new phraseology bemg: 'In which the erain of different 
owners is stored in bulk or mixed together, or stored in such manner that the identity o f diflerent lots and 
paroelscan not be aoouratelv preserved.' (Laws of Wis., Special Session, 1905, c. 12, sec. 74.) A Minnesota 
statute passed in 1885, modeiea upon that olUlinois, oontamed the words referred to. (Laws of Minn. 1885, 
o. 144, sec. 1.) Commissioners appointed to iK'opose such revision and oodiflcation of the public statutes 
of the State as should 'simplify, harmoniie, and complete' them, piesented a report in the form of a single 
bill, which was enacted in 1905. In defining 'public warehouse/ the revised act used these words, which 
we regard as a rearrai^rament of those of the ormnal statute, with a purpose to avoid ambiguity and make 
the meaning clear: 'in which grain is received for storage in bulk and that of diflerent owners mixed 
together or so stored that identity of the diflerent lots or parcels is not preserved.' (Rev. Laws, of Minn. 
1905, sec. 2047.) The Minnesota and Wisconsin statutes distinctly snow that the legislatures of those 
States thought it desirable to use, in addition to the word 'mixed,^ which might be thought to imply an 
actual commingling and stirring together of the grain of difl^nt owners, an expression covering any 
manner of storage vmich did not accurately preserve the identity of each lot.'' 

" The deflnitioos appUoable to terminal erain elevators in the more important grain States are as follows: 

Jlltnob.— Public warehouses of class A shall embrace all warehouses, elevators, and granaries in which 
grain is stored in bulk, and Ui which the grain of diflerent owners is mixed togetner, or in which grain is 
stored, in such a maimer that the identity of diflerent lots or parcels can not be accurately preservra. such 
war^hooses, elevators, or granaries being located in cities havmg not less than 100,000 inhabitants. (Laws 
of Illinois, 1871-72. p. 762, sec. 2; RevT&^at., CI., 1912, ch. 114. sec. 135.) 

Mmne90ta. — ^AU elevators and warehouses located within the switching limits of St. Paul, Minneapolis, 
and Duluth. and other points in the State which are now, or may hereafter be. designated as terminal points 
in which grain ia received for storage in bulk, and that of diflerent owners mixed together or so stored that 
tbe identity of the diflerent lots or parcels is not preserved, shall be public warehouses known as "terminal 
warehouses," provided that the storage space in any elevator or warehouse built bv any State may be used 
excluslvBly by the citizens of such State, unless the State so building and owning the same shall otherwise 
provide. (Laws of Minn., 1915, ch. 349.) 

North Dakota.— The term " Public warehouse" within the meaning of this act is defined as all buildings, 
elevators, or warehouses, and all grist and flour mills doing a shipping business in this State, erected or oper- 
ated or which may hereafter be erected or operated by any person, association, copartnersain, corporation, 
or trust for the purpose of buying, selling, storing, shipping, or handling grain for profit. (North Dakota 
Laws, 1919. ch. 138, sec. 7.) 

Soitfh Dakota.— AW elevators and warehouses in this State wherehi and whereat grain is purchased, re- 
oelved, or handled are hereby declared to be public warehouses. (Revised Code of South Dakota, 1903, 
sec. 483.) 

Montana.— The term " Public warehouses" includes any elevator, mill, warehouse, or structure in which 
grain is received from the public for storage, shipmeni, or handling, whenever such grain is carried or in- 
tended to be carried to at from such war^use, elevator, mill, or structure by common carrier. (Session 
Laws, 1919, ch. 200, sec. 8.) 

JTaiUM.—That all elevators or warehouses located or situated on or adjacent to the property of any rail- 
road company, owned or operated by any raihx)ad company, or owned or operated bv any person, firm, 
oorporation, or oopartno^p, or operated by any person, nrm, corporation, or copartnership under con- 
tract or lease witii the owner thereof in which grain is received for storage or transfer for a compensation, 
and all elevators or warehouses located in this state In which grain is stored in bulk and doing bushiess 
for the public for a compensation, are hereby declared to be public elevators or warehouses. (Laws of 
Kansas, 1907, ch. 222, sec. 19, as amended by laws 1915, ch. 229, sec. 11.) 

Ndmuka.—Th&t all elevators or storehouses where grain or other property is stored for compensation, 
whether the property stored be kept separate or not, are declared to be public warehouses. (Nebraska 
Laws, 1891, en. 55, sec. la. ) 

3lu«ottri.— All buldingB, elevators, or warehouses wherever State grain inspection may be established 
by the commissianer and having a capacity of not less than 50,000 bushels, erected and operated, or which 
hereafter may be erected at operated, by any person or persons, association, copartnership, or corporation 
for purpose ofstoring the grain of diflerent owners for a compensation are hereby declared pubnc ware- 
houses. (MiEBouriLaws,l913,p.357.) 

Oklakoma.—M\ persons, firms, oompanies, or oorporations who shall receive cotton, tobacco, wheat, fats, 
oats, lice, or any kind of produce, wares, merchandise, of any description or personal property in store for 
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and Missouri. As a result there is now no uniform definition of a 

{)ublic elevator which would apply to all jurisdictions. The Missouri 
aw, for example, restricts public warehouses to those which have a 
capacity of not less than 50,000 bushels and are operated for the 
purpose of storing the arain of different owners for a compensation; 
while in South Dakota the term puolic warehouse mcludes all elevators 
and warehouses " wherein and whereat grain is purchased, received, or 
handled*."^® Moreover, Illinois and Minnesota nave adopted statutes 
specially applicable to the large terminal markets. It appears that 
in some States, although an elevator handling grain for otners is sub- 
ject to State license and regulation, such ucense and r^ulation 
lurnishes no assurance that the entire business conducted by tne oper- 
ator is predominantly for pubhc account. 

Section 5. Constitutionality of grain warehonse laws. 

MuNN V. Illinois. — ^As already noted,^* the legal obligations of a 
public grain warehouseman in Imnois were prescribed in the Blinois 
warehouse act of 1871, which was passed pursuant to specific direction 
contained in the Illinois constitution of 1870. This legislation was 
intended to remedy certain evils alleged to exist in the operation of 
public ^ain storage faciUties in Chicago. There had been recurrent 
complamts voiced by independent shippers for many years, and as 
the United States Supreme Court later said:'® 

* * * during the twent^r years in wMch this pecuHarbiismefls had been assuming 
its present "immense proportions, " something haa occiured which led the whole body 
of tne people to suppose that remedies such as are usually employed to prevent abuses 
by virtual monopolies might not be inappropriate here. 

Accordingly all operators of public grain warehouses such as those 
operated in Chicago (i. e., "warehouses, elevators, or granaries in 
which grain is stored in bulk, and in which the ^ain of different owners 
is mixed together, or in which grain is stored in such a manner that 
the identity of different lots or parcels can not be accurately preserved 
* * *'0 were required (1) to procure a license from the circuit court 
of the county wherein they are located, (2) to file a bond running to 
the people oi the State of Illinois in the penal sum of $10,000 condi- 
tioned upon the f aithfiil performance of their duties, (3) to publish 

hire under the provisiaDs of this act, shall be deemed and taken to be public warehousemen. (Oklahoma, 
1919, Laws. p. 383.) 

Washington.—The lenn public warehouse, when used in this act, includes any elevator, mill, warehouse, 
or structure in which grain, hay, or peas are received from the public for storage, shipment, or handling, 
whenever such grain, hay, or peas are carried or intended to be carried to or from such warehouse, elevator, 
mill, or structure by a common carrier. (Washington Laws, 1919. ch. 189, sec. 1.) 

WitconHn.-^All elevators and warehouses located in the city of Superior, doing business for a compen- 
sation, and all elevators and warehouses located in said city in which the grain of dinerent owners is stored in 
bulk or mixed together, or stored in such manner that the Identity of different lots and parcels can not be 
accurately preserved, and all elevators and warehouses located in said city which issue warehouse receipts 
for grain received or stored are hereby declared to be public warehouses. (Wisconsin Stats., Revision of 
i 1919, sec. 1747-6.) 

i Oregon.— The term public terminal warehouse wherever used in this act shall be held and construed to 

mean any elevator, mill, or warehouse located in such cities in the State as may hereafter be desimated as 
inspection points by the public service commission of Oregon, in which grain is received from tne public 
for storage and the grain of different owners mixed together or stored in special piles or bins and for which 
receipts are issued covering the grain received. 

Public terminal grain warehouses shall be of two classes to wit: 

'* Class A ' ' grain warehouses and " Class B " grain warehouses. Class A grain warehouses shall include all 
warehouses tne proprietors of which shall elect to take licenses under the provisions of this act relative to 
grain warehouses issuing registered grain war^ouse receipts. All other xniblic terminal warehouses shall 
Be known as class B grain warehouses. 

The term warehousemen when used in this act includes any firm, penaon, comi)any, corporation, or 
association of persons owning, operating, or controlling any public warehouse. (Oregon Laws, 1917, ch. 
333, p. 38.) 

t9 Both of these definitions obviously include many couniry elevators. 

M Vol. II, Chap. Ill, sec. 7. 

w Munn t;. Illinois, 94 U. S., 113 (1872); 24 Lawyers' Edition, 77. 



WAREHOUSING AND STORAGE. 131 

during the first week of January of each year then* rates for the 
storage of gram, and (4) in no case to exceed a maximum charge for 
storing andhandling grain of 2 cents per bushel for the first 30 days or 
part thereof, and 1 cent per bushel for each 15 days after the first 
30 days. 

In June of 1872 it appeared that a certain well-known firm engaged 
in operating a pubUc grain warehouse in Chicago had failed to comply 
with the law in the first, second, and fourth particulars enumerated 
above. Suit was thereupon brought to test the constitutionality of 
these provisions in the Illinois State courts; and the judgment of the 
Supreme Court of Illinois (affirmmg the judgment of the criminal 
court of Cook County which had sustained the validity of the Illinois 
warehouse law) was carried to the Supreme Court of the United 
States by a writ of error.'^ 

The latter court in affirming the judgment inclicated that although 
the Illinois law was without exact precedent in the United States, 
the principle of regulation involved was well established. In this 
connection the court said: 

Neither is it a matter of any moment that no precedent can he found for a statute 
precisely like this. It is conceded that the husiness is one of recent origin, that its 
growth has been rapid, and that it is already of great importance. And it must also be 
conceded that it is a business in which the whole public nas a direct and positive inter- 
est. It presents^ therefore, a case for the application of a long-known and well-estab- 
lished principle in social science, and this statute simply extends the law so as to meet 
this new development of commercial progress. There is no attempt to compel these 
owners to grant tne public an interest in their property, but to declare their obligations, 
if they use it in this particular manner. 

In describing the principles upon which this power of regulation 
rests the court said: 

* * * Property does become clothed with a public interest when used in a manner 
to make it of public consequence and affect the community at laige. When, there- 
fore, one devotes his property to a use in which the public has an interest, he, in effect, 
grants to the public an interest in that use. and must submit to he controlled by the 
public for the common good, to the extent oi the interest he has thus created. He may 
withdraw his grant by discontinuing the use; but, so long as he maintains the use, he 
must submit to the control. 

BuDD V. New York. — ^The doctrine of the Munn case was attacked 
in 1888 when the manager of a Buffalo elevator was proved to have 
dehberately violated an act of the Legislature of the State of New 
York ^ wmch had prescribed a maximum charge of five-eights of 1 
cent per bushel for " elevating, receiving, weigmng, and dischargrog 
grain by means of floatiug and stationary elevators." The elevator 
manager was indicted, foimd guilty, ana sentenced in the superior 
court of Buffalo for exacting charges for elevating grain in excess of 
the statutory rates. The defendant contended that the prosecu- 
tion was f oxmded on a statute which was an unwarranted exercise of 
the pohce power and in conflict both with the Constitution of the 
United States and with that of the State of New York. Upon appeal 
to the court of appeals of the State of New York the judgment 
was affirmed and (with other cases involving similar questions) was 
finally brought before the Supreme Court of the United States upon 
a writ of error.'^ 

II Munn V. niinols, 94 U. S^ 113; 24 Lawyers Edition, 77. 

tt Laws of New York, 1888, ch. 581. 

» Badd v. New York, 143 U. B., 517; 36 Lawyers Edition, 247. 
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In affirming the judgments already entered the court said: 

We mtiBt regard the principle maintained in Mimn v. Illinois as firmly established! 
and we think it covers the present cases in respect to the charge for elevating, receiv- 
ing, weighing, and discharging the grain, as well as in respect to the charge for trimming 
and shoveling to the leg of the elevator when loading, and trimming the cargo when 
loaded. * * * On the testimony in the cases before us the business of elevating 
grain is a business chared with a public interest, and those who carry it on occupy a 
relation to the conmiunitY analogous to that of common carriers. The elevator owner, 
in fact, retains the grain in his custody for an appreciable j)eru)d of time, because he 
receives it into his custody, weighs it, and then aischarges it, and his employment is 
thus analogoiis to that of a warehouseman. In the actual state of the business the 
passage of the grain to the citv of New York and other places on the seaboard would, 
without tile use of elevatoiB, be practically impossible. The elevate at Buftalo is a 
link in the chain of transportation to the seaboard, and the elevator in the harbor of 
New York is a like link in the transportation abroad bv sea. The charges made bv 
the elevator influence the price of ^ain at the point of destination on the seaboara, 
and that influence extends to the prices of grain at the places abroad to which it goes. 
The elevator is devoted by its owner, who engages in the business, to a use in which the 
public has an interest, and he must submit to be controlled by public legislation for 
the common good. 

Brass v. North Dakota. — ^The foregoing decisions established the 
power of the States to regulate the busmess of public ^ain elevators, 
especially at the lai^er centers of trade, such as Chicago, Buffalo. 
New York City, and Brooklyn, to which the statutes in question had 
specifically applied. In 1891 an act was passed by the State of North 
Dakota ^^ purporting to regulate the business of all elevators and 
, warehouses in the SStte which were erected or operated ''for the pur- 
pose of buymg, seUing, storing, shipping, or handling grain for profit, " 
and these institutions were by the act declared U) be public ware- 
houses. Among other things those operating elevators were required 
to give surety bond to the State, conditioned for the faithful per- 
formance of their duties as public warehousemen: and certain 
maxunum charges were prescribed for storing and handlmg grain. 
In the fall of that year a farmer named Stoeser came into the village of 
Grand Harbor, N. Dak., and applied to a local elevator owner for 
storage of a part of his wheat crop at the rate fixed by the above 
statute, namely, 2 cents per bushel. The elevator owner refused to 
do this, insisting that 2i cents was the customary rate. Stoeser filed 
a petition for, and procured, an alternative writ of mandamus in the 
district court of the county. To this the elevator owner answered 
(among other things) — 

That respondent's principal bueiness is that of buying wheat at Grand Harbor^ 
N. Dak., and shipping the same to and selling it at Minneapolis and DiUuth, Minn., 
to which business that of storing grain for third persons has Wn a mere incident. 

That all gndn purchased by respondent at his said elevator is purchased for the sole 
purpose of being shipped to and sold at and is shipped to and sold at Minneapolis and 
Duiuth, Minn. 

That respondent in the coiiduct of his said business contracts with millers and 
other purchasers of grain at said Minneapolis and Duluth to sell and deliver to s&id 
persons at a future and fixed date certain quantities of wheat, and operates and main- 
tains his said elevator for the exclusive purpose of purchasing grain to fill said contract. 

That in seasons when the grain yield is light and railroad facilities are such as to 
enable grain to be moved rapidly mere is space and storage capacity in respondent's 
elevator in excess of that used by respondent's grain, and particularly when re- 
spondent's contracts for the sale of grain are small, while at other times, when the 
yield is enormous, as in the present year, respondent's contracts are large, and the 
quantities of grain presented for shipment are beyond ilie capacity of the railroads to 

** Laws of North Dakota, 1891, ch. 126. 
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move, there is not Bufl&:ient storage capacity in respondent's elevator to hold and store 
the gnun purchased by respondent in the conduct of his said business. 

That there are located in Minneapolis and Duluth, Minn., a great many corpora^ 
tions persons, and copartnenhips engaged in a businesB known as the ''grain commis- 
sion DusinesB. 

That those grain commission houses have swarms of agents traveling throughout the 
State of North Dokota, going from town to town and farm to farm, purchasing ^puin 
from farmers in some instances and in others solicitii^ farmers to snip their grain to 
said houses at Minneai>olis or Duluth, Minn., to be by the latter sold on commission. 

That none of said grain commission houses have or own any storage capacity in 
North Dakota. 

That if chapter 126 of the Laws of 1891 is valid and its effect is to compel respondent 
to receive all grain that may be tendered to him for storage by grain commission men, 
farmers, grain speculators, and others, without reference to the necessities or condi- 
tion of respondent's business at any particular time, the entire storage capacity of 
respondent's 'elevator will be exhausted in storing sirain for third persons, and the 
principal business of the respondent, to conduct which his capital was invested in said 
elevator, will be utterly ruined and annihilated for want of storage capacity to contain 
wheat purchaaed by him to fill contracts made by him in the conduct of his said' busi- 
ness, snd respondent subjected to suits for damages for nonfulfillment of his said 
contracts. 

That the relator only offered to pay respondent for the service which he requested 
him to perform at the rate fixed by cliapter 126 of the Laws of 1891 — ^that is, 2 cents per 
bushel ; that respondent refused to perform the service for less than 2^ cents per bushel. 

That respondent refuses to comply with the provisions of said cnapter 126 on the 
ground that it abridges his privileges and immunities as a citizen of the United States; 
that it deprives him of his liberty and property without due process of law, and denies 
to him the equal protection of the laws, ana amounts to a regulation of commerce 
among the States. 

On Stoeser's demurrer a peremptory writ of mandamus was allowed 
and appeal was taken to the Supreme Court of North Dakota, which 
affirmed the judgment. The case then went, on writ of error, to the 
Supreme Court of the United States.** It was claimed that the facts 
in this case differed materially from those in either Munn v. Illinois or 
Budd V. New York. The court said : 

It is argued that the statutes of Illinois and New York are intended to operate 
in great trade centers, where on account of the business being localized in the nands 
of a few persons in close proximily to each other great opportunities for combinations 
to raise and control elevating and storage charges are ancnrded, while the wide extent 
of the State of North Dakota and the small population of its coimtry towns and vil- 
lages are said to present no such opportunities. * * * Again, it is said that the 
modes of canying on the business of elevating and storing grain in North Dakota 
are not similar to those piu^ued in the eastern cities; that the great elevators used 
in transshipping grain from the lakes to tiie railroads, and that those who own them, 
if uncontrolled D^ law, could extort such charges as tiiey pleased; and great stress is 
laid upon expressions used in our previous opinions, in which this business, as carried 
on at Chicago and Bufiblo, is spoken of as a practical monopoly, to which shippers and 
owners of grain are compelled to resort. The surroundings in an agricultural State, 
where land is cheap in price and limitless in quantity, are thought to be widely differ- 
ent and to demand different regulations. 

In the view of the court, however, these were arguments for legis- 
lative rather than judicial consideration, viz, " that tne facts rehearsed 
are matters for those who make, not for those who interpret, the laws." 
It was pointed out that there was imder the statute no compulsion 
upon any elevator operator to become a warehouseman for others, 
the coirrt saying: 

We do not understand this law to require the owner of a warehouse, built and used 
by him only to store his own grain, to receive and store the grain of others. Such a 
duty only arises when he chooses to enter upon the business of elevating and storing 

» Brass v. North Dakota, ex rel Stoeser, 153 U. S., 391; 38 Lawyers' Edition, 767. 
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the grain of other perBons for profit. Then he becomes subject to the statutory reG;u- 
lations and he can not escape them by assertinff that he alBO elevates and stores his 
own grain in the same warehouse. As well mi^t a person accused of sellii^ liquor 
without a license urge that the larger part of ms liquors were designed for his own 
consumption, and that he only sold the surplus as a mere incident. 

The prevailing opinion, which affirmed the judgments^ recited that 
no solia distinction could be found ''between the cases in which those 
questions have been heretofore determined by this court and the 
present one." 

Four justices dissented ^ to this opinion, maintaining inter alia 
'' that by this decision a party is compelled by the mandate of the 
court to engage in a business which he never intended to engage in, 
and which he does not desire to engage in, to wit, the business of main- 
taining a public elevator." 

Section 6. Statutory requirements of pnblic elevators. 

In general. — On the principles established by this class of cases 
public terminal elevators m the producing States nave been subjected 
to the following reauirements: 

(1) To prociu-e a license from State authority.*^ 

(2) Upon applying for a license to file a siu*ety bond to be duly 
approved by competent State authority." 

(3) To receive so far as the capacity of the warehouse will permit 
all grain tendered it in the usual course of business without discnmina- 
tion of any kind.'* 

(4) To Keep a record of all grain received, stored, and delivered for 
public account and to make periodical or special reports of such busi- 
ness to a designated State authority (such as chief inspector of grain 
or warehouse registrar),^ and 

(5) To see that grain is inspected by a duly authorized inspector 
before placing it in storage and before delivering it from the ware- 
house.*^ 

" T<lwm n 405 

" JUifiotfAwarehouse act of 1871, as amended by Illinois laws, 1007, p. 491 "Revision of act of 1S71"; 
Kansas.— Ses^on laws, 1907, eh. 222. sec. 20; Minnesota.— Qenertii Statutes 1913, section 4436, as amended 
by session laws of Minnesota for 1919, ch. 474; Missouri.— Iaws of Missouri, 1913, p. 357; ifontana.— 
Se8sionlaw8l919,ch.209,sec.29.a8amendedby extraordinary session laws 1919. ch. 3, sec. 1; Nebraska.— 
Laws of NebraskB. 1917, ch. 15^ sec. 2; JVbrtft x>a]Boto.F-Se8Sianlaws^919, p. 2SB: Orefmi.— Laws of 1917, 
ch. 333, sec. 18; Washington,^3oBSkm laws, 1919, ch. 189, sec. 18; H^Koiuin.— Wisconsin Statutes, Revi- 
sion of 1919, sec. 1747-6. 

» Ilttfioi*.— Laws. 1907, p. 491; foRMJ.— Session laws, 1907, ch. 222, see. 21; J^neaoto.— Revised laws 
of Minn., Supp. 1909, sec. 2052; Missowi.—lAwa of 1913, p. 368; ilcMitoYia.>-Extrao(dinary session laws, 
1919. ch. 3, sec. I; Nebraska.— Ikkwa of Nebraska. 1917, ch. 155, sec. 2; North Dakota.— Sesdan laws, 1919, 
p. 2zl; Ore^on.^PublJc service commission, Order Ko. 564, Rule 20— "OfBcers of a corporation will not be 
accepted as sureties forit. Tofind the basis of the bond add to the capacity of the warehouse in bushels the 
nuniber of bushels of grain actually handled the previous year and lake one-half this sum. For the first 
60,000 bushels the bond will be $1,000, and for each additional 50,000 bushels, or fraction thereof, the bond 
shall be Increased by $1,000. A new warehouse or one not operated during precedingyear will have for 
its basis two-thirds ofits capacity in bushels.^' TTMJUn^Am.— Session laws, 1919, ch. 189, sec. 18; Wiscon- 
sin.— Wisconsin Statutes, Revision of 1919. sec. 1747-7. 

*• lUinois.—lAws, 1907, p. 491; Kansas.— 8osaon ]Bwa, 1907, ch. 222, sec. 22: JfihNiewlo.— Revised laws of 
1905. as amended by general laws of Minnesota for 1907, ch. 303; iftMouH.—- Laws, 1913, p. 359; Montana.— 
Besaon laws, 1919, sec. 26; Nebraska,— haws of 1891, ch. 55, sec. ^ Oregon.— Laws of 1917. ch. 333, sec. 22; 
TTo^Mfwton.— Session laws of 1919, ch. 189, sec. 22; TFisconain.— Wisconsin Statutes, Revision of 1919, sec. 
1747-10. 

40 HUnois.'-B.uid's Revised Statutes of lUinais, 1915-16, p. 2099; JEan«u.— Session laws, 1907, ch. 222, sees. 
29-30; Minnesota.— B^Yisod laws, 1905, sec. 2056, as amended by general laws of Minnesota for 1913, ch. 533; 
Missouri.— 1aw8 of 1913, p. 363; Nebrasika.—Jjams of 1917, ch. 156, sec. 4; Oregon.— Laws of 1917, ch. 333, sec. 
22; TTMMn^ton.— Session laws, 1919, ch. 189, sec. 24; Wisoontin.—Wiacansm Statutes, Review of 1919, sec. 
1747-15, 16. 

41 Illinois.— Bmd' a Revised Statutes of Illinois. 1915-16, p. 2098; JTatiM*.— Session laws, 1907, ch. 222, sec. 
23; 3flnn««oto.~Revisedlaws, 1905, sec. 2053, "AU grain received at a terminal warehouse shall beinspected 
and graded by a State inspector, and reinspected in like manner upon delivery from such warehouse. The 
charges for such inspections shall be paid by the warehouseman and added to the storage, and the chieC 
inspector may recover such charge from the warehouseman.^' Missouri.— hawa of 1913. p. 359; Oreifon. — 
Laws of 1917, ch. 333; WashingUm.^&eBaion Laws, 1919, ch. 189, sec. 17; }f7acotM<n.^Wisconsin SUtutes, 
1917, sec. 1747-72, p. 1406. 
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(6) Another important requirement prescribed in certain States 
relates to the preservation of grades of grain in store. The operators 
of public elevators in such States are required to keep the different 

¥['ades of grain in different bins, i. e., without mixing different grades, 
hese statutes exist in Illinois,** Minnesota,*' Kansas,** Missouri,** 
and Wisconsin.** 

Warehouse receipts. — A primary purpose in State regulation of 
elevators and warehouses is to insure the validity and negotiability 
of warehouse receipts. The warehouse laws oi the grain States 
invariably include certain provisions with reference to the form and 
substance of- such receipts and the manner of issuing and can<jeling 
them, and the obligations of the warehouseman thereby assumed. 
The statutes coiitemplate that the receipt issued by a public terminal 
elevator shall be evidence of title to grain of a certain established 
grade and certified weight. Since it is usually contemplated that the 
warehouse receipt will be free and unencumbered at date of issue the 
owner or consignee of grain delivered for store is required, prior to 
the issuance of receipts, to present evidence that transportation 
charges, inspection and weighing fees, and other charges which may 
be alien upon such grain, have been paid.*^ When grain is stored in 
special or private bins — ^i. e., not mixed with that of other owners of 
like grade-this fact is usually stated on the receipt. In certain 
States the nature or contents of the receipt is left largely to the 
administrative discretion of the State public utilities commission or 
other executive board, while in Illinois,** Minnesota,*® Kansas,^ 
Missouri," and Wisconsin," the statutes specifv the language of the 
receipt, which is substantially uniform in these States. 'Die following 
is the provision of the Illinois law: 

418. Maimer of issuing receipts. 

Sec. 7. Upon application of the owner or consi^ee of grain stored in a public ware- 
house of class A, the same being accompanied with evidence that all transportation 
. or other chaises which may be a lien upon such grain, including charges for inspec- 
tion, have been paid, the warehouseman shall issue to the person entitled thereto 
a warehouse receipt therefor, subject to the order of the owner or consignee, which 
receipt shall bear date corresponding with the receipt of grain into store, and shall 
state upon its face the quantity and inspected grade of the grain, and that the grain 
mentioned in it has been received into store, to be stored with grain of the same grade 
by inspection, received at about the date of the receipt, and that it is deliverable 
upon the return of the receipt, properly indorsed by the person to whose order it was 
issued, and the payment of proper charges for storage. All warehouse receipts for 
grain, issued from the same warehouse, shall be consecutively numbered; and no 
two receipts, bearing the same number, shall be issued from the same warehouse 
during any one year, except in the case of a lost or destroyed receipt, in which case 
the new receipt shall bear the same date and number as the original, and shall be 

^ Sbc. 17. It shall not belawful for any public warehouseman to mix any grain of different grades together 
<v to select different qualities of the same grade for the purpose of storing or delivering the same, nor shall he 
attempt to deliver grain of one grade for another, or in any way tamper with grain while in his possession 
or custody, with a view of secunne any profit to himself or any other person; and in no case, even of grain 
stored in a separate bin, shall he oe permitted to mix grain of different grades together while In store. 
(Hurd, Revised Statutes of Illinois, 1915-16, p. 2103.) 

« Revised laws. 1905, sec. 2050. 

■ ** (Laws 1907, en. 222, sec. 23); sucdi grain to be in all cases inspected, weiEhed, and graded by a duly 
authorized inspector and weigher (but to be stored with grain of a similar graae). 

« Laws of 1913. p. 359. 

M Wisconsin Siats., Revision of 1919, sec. 1747-19. 

47 The Minnnesota statute, however, provides that inspection charges "shall be paid by the warehouse 
man and added to the storage." Revised Laws, 1905, sec. 4442. 

« Kurd's Revised Statutes, 1917, ch. 114. 

^ R. L. , 1905, sec. 2049, as amended 1907, ch. 303, sec. 1 . Prescribes form of receipt. 

M Laws, 1907, ch. 222. sec. 24, Mar. 2. 

»i Laws of 1913, sec. 20. 

M Wis. Stats.| Revision of 1919, sec. 1747-11. 
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plainly marked on its face ' ' duplicate. ' ' If the grain was received from railroad cars, 
the number of each car shall be stated upon the receipt, with the amount it con- 
tained; if from canal boat or other vessel, the name of such craft; if from teams or by 
other means, the manner of its receipt shall be stated on its face. 

The Miniiesota terminal warehouse receipts are in the following 
form: 

Form 19^PUBUC WAREHOUSE RECEIPT AS ISSUED AT MINNEAPOLIS, MINN. 






■s 



s 



e 



Elkctric Steel Elevator Co. 
electric steel elevator. 

Warehouse receipt No. 2264. Minneapolis, Minn 191 . 

The Electric Steel Elevator Company, has received in store, in its elevator known as electric 
steel situated at 26th Avenue SE. and 5th Street, in the city of Minneapolis, Minnesota, for 

storage from ^ owner, 

Bushels 

of 

Which has been duly inspected by a duly authorized inspector of grain appointed by the State 
Railroad and Warehouse Commission of Minnesota, and has been graded by said inspector as 

No and is that grade. Said grain or an equalamount of grain of the same kind and grade 

is ddiverable upon the return of this receipt properly indorsed oy the owner above named and 
the payment of all lawful charges; in case of grain stored separately in a special bin, at the 
request of the owner or consignee, the identity of such grain will be preserved while in store and 
said grain will be delivered as such seiwrate lot or parcel, in accordance with law, upon surrender 
of the receipt. Loss by fire, heating, or the elements is at owner's risk. 

The Electric Steel Elevator Company conducts said elevator as a public terminal warehouse 
and receives and stores therein gram of others for hire. Elbctric Steel Elevator Co. 



.bushels grade. By 



E.AILBOAD ELEVATORS. ^^ — ^Under the laws of Wisconsin" every 
elevator at Superior operated directly or indirectly by a railroaa 
company or by its lessee is declared to be a public warehouse so far 
as to require it to receive and store without discrimination all grain 
carried over the line of the railway company, viz: 

Every elevator or warehouse located in the city of Superior owned or held by any 
railway company, either in its own name or in the name of any other person, i>erBon8, 
or corporation, for its use, is hereby declared and shall be deemed to be a public 
warehouse within the meaning of this act so far as to require the railway company 
owning or holding the same, or any lessee thereof^ to receive and store, without dis- 
crimination, and subject only to the charges provided in said chapter 19, of all grain 
carried over the line of such railway company whether by said company directly or 
by any other railway company operating its une whether as lessee or otherwise, and 
delivered at Superior. 

In case any person, firm, or corporation has heretofore leased, or shall hereafter lease, 
or become the lessee or occupant in any manner whatsoever of any elevator or ware- 
house located in the city of Superior belonging to any railway company, eaid lessee 
or occupant shall immediately upon the passage of this act, or upon the commence- 
ment of his leasehold term, if created subseauently to the passage hereof, become a 
public warehouseman and subject to all of tne provisions of chapter 10 except so far 
that if unable to furnish storage for all persons applying for the same he shall give 
preference to the storage of all grain received in Superior over the line of the railroad 
company owning said elevator or warehouse. 

Statutes of the other States examined do not specifically include 
railroad operated elevators as public elevators. 

Grain owned by the opbeator in a public warehouse. — ^None 
of the statutes under discussion specifically prohibits the operator 
from storing his own gram in the public warehouse operated by him, 

M Many of the raUroad elevators on the seaboard are r^arded as public houses by the trade for the reason 
that they are operated by the carriers as terminal facilities for transshipment purposes and automatically 
receive and handle the erain shipped on export bUling. The railroad elevatw is not obligated, however, 
to handle grain shipped over other lines and differs to that extent from the public municipal elevators 
such as have been operated by public authority at New Orieans, Seattle, Portland (Oreg.)> and Astoria 

M Wisconsin Statutes, Revision of 1919, sees. 1747-1768 and 1747-1770. This appears to be the only 
State which has spedflcally declared that railroad elevators are public warehouses. 
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although in three States he is forbidden to ''tamper with the grain 
with a view to securing a profit to himself or any other person.^^^ 

It should be noted that the Canada grain act, on the other hand, 
forbids the owner, manager, or operator of a public terminal elevator 
to deal in grain or to stpre his own grain m any such warehouse 
operated by him. 

• A prohibition similar to that of Canada has been applied in Illinois, 
where the courts have construed the State warehouse act, in its appli- 
cation to Chicago, so as to prohibit operators of public warehouses 
from storing their own CTain in the public warehouses operated by 
them except in special bins, on the theory that their interests as 
private dealers should not be allowed to conflict with their duties to 
the public. This principle was expressed by the Illinois Supreme 
Court**' in 1898 as follows: 

* * * It would be idle to expect a warehomseman to perfonn his duty to the 
public as an impartial holder of the grain of the different proprietors if he is permitted 
to occupy a position where his seli-interest is at variance with his duty. In exer- 
deing tne public employment for which he is licensed he can not be permitted to 
use tne advantage of nis position to crush out competition and to combine in estab- 
lishing a monopoly by which a ereat accumulation of grain is, in the hands of the 
warehouseman, liable to be suddenly thrown upon the market whenever they, as 
■peculators, see profit in such course. 

This rule has been evaded in practice," however, and has not been 
adopted in the other grain States. In the United States generally a 
person may hold himself out to be a public warehouseman and at the 
same time utilize his plant for the storage of his oWn grain. 

Section 7. Evasion of the warehouse law in Chicago. 

Method of evasion. — The public interest in maintaining public 
grain warehouses in Chicago, subject to regulation under the Illinois 
warehouse act, was pointed out in a concurring opinion in the case 
of People v. Illmois Central R. R. Co. (1908) : ^ 

The fact that anyone shipping grain to Chicago can store it in a public warehouse 
prevents private elevators having a monopoly in the purchase of grain, and thus has 
a very strong tendency to increase the selling price of grain. It is a well-known fact 
that if one railroad reduces freig^ht rates all other competing roads must meet sach 
reduction. The great argument in favor of public canals and waterways generally is 
the effect they mve upon shipping and freight rates. Applying this same line of 
reasoning to public warehouses in a great grain center as to the storing and grading 
of grain, it is self-evident that the existence of such warehouses r^ulated by oiir 
present warehouse act must necessarily have a salutary effect upon the price of grain 
and the conduct of the grain trade, with a resultant benefit to tne public at laige. 

However, as already shown above and in Volume 11^' of this report, 
the decrees of the Illinois courts ^ (1897-98) granted a perpetual in- 
junction against Chicago warehousemen from storing their own grain 
m the public bins; and subsequent to this ruling there was a consider- 
able decline in the elevator storage space operated for public account. 
The operators of public warehouses, however, instituted practices 
whereby the ruling of the courts has been eflPectively evaded ever 
since the final decision (1898). The principal method employed has 

M Hurd'8 niinois Revised Statutes, 1915-16, p. 2103; Minnesota Revised Laws, 1905, sec. 2060; Wis. S^ts. 
Revision of 1919 S6C« 1747~'19. 

M Central Elevator Co. v. People, 174 lU., 203; 51 Northwestern Reporter, 254; followed in Hannah v. 
People, 198 ni., 77; 64 N. W., 776. 

^' See next section. 

W233IU.400. 

••Chap.ni.sec.7. 

M Central Elevator Co. v. People, 174 HI., 203; 51 Northwestern Reporter, 254; followed in Hannah v. 
Pe<^le, 198 HI., 77; 64 N. W., 776. 
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been for the operator to sell grain from his private elevator to another 
trader under the agreement that the grain is 'Ho go to store" in the 
public warehouse which the seller operates; deducting from the pre- 
vailing future price a margin sufficient to cover the buyer's expenses 
for storage and to allow him a small brokerage in compensation. 
The following testimony •^ presents a record of an early example of 
this practice : 

Mr. Marble. Have you had any dealings of the sort testified to? 

Mr. Wetmore. Yes, sir. 

Mr. Marble. When? 

Mr. Wetmore. At various times. 

Mr. Marble. When? When did you have the first one, if you can remember? 

Mr. Wetmore. I had the first one at the beginning, after tKe law was passed, and I 
took the grain iii Charles Counselman's elevator the next day. 

Commissioner Prouty. How long ago, aboufc, was that? 

Mr. Wetmore. That was either four or five years ago; it was after the decision was 
handed down. Mr. Counselman's president came to see me and told me that Mr. 
Counselman wanted to see me, and he wanted me to take the grain. I took what was 
in their store there, and there was somewhere in the neighborhood of $280,000 worth. 
It was sold to me at that time, I think, about a cent and a half under the market, 
and we carried it through until the next delivery in the future, whenever it was. I 
know that it included the storaf^e and the interest and the insurance, and it was 
something like a cent and a half a Dushel under the market. There was three-quarters 
of a cent — no; that was about what it was, a cent and a half under the market. 

Mr. Marble. You meah your compensation was about a cent and a half a bushel 
for the transaction? 

Mr. Wetmore. No, sir; I mean my compensation was one-eighth, but they de- 
ducted a cent and a half off the market, below the spot [future?] price for the srain. 

Commissioner Prouty. That is, they sold it to you for a cent and a half below the 
cash market — sold the wheat to you? 

Mr. Wetmore. Yes; they sold me all the grain they had in the house. I think it 
was something like a cent and a half. We figured the storage and the insurance, and 
the interest on the money, and one-eighth profit to me, and the grain was sold on that 
basis. 

Commissioner Lane. Did that gentleman tell you what the purpose of this trans- 
action was? 

Mr. Wetmore. He told me that the law had been passed, and they did not want 
to carry the grain in their own house there, and I took it for an eighth of a cent, and 
I sold them back the future. 

Commissioner Lane. The purpose was to evade the injunction that had been 
granted by Judge Tuley? 

Mr. Wetmore. Well, I can not say. I inferred so, although there was nothing said 
about it. 

That is, the elevator operator being forbidden from storing his own 
grain in the public warehouse which he operates, employs a buyer, 
who in effect acts as a broker, to purchase the cash grain "to go to 
store." With this understanding, the elevator operator sells such a 
buyer 50,000 bushels of cash wheat, for example, at one-eighth of a cent 
and carrying charges (storage, insurance, etc.) imder the market ifor 
the prevailing option and at the same time hnjs from him a future •^ 
for the same quantity of grain at the market price of the same option. 
All elevating and carrvinff charges attaching to the grain prior to 
date of delivery on tne future are in effect paid by the elevator 
operator. But the elevator will earn a carrying charge if the spread 
between cash and future prices shows the latter at a premium. It is 
only imder such circumstances that the elevator has an inducement 
to send grain to store for a considerable period. The elevator opera- 

« Relations of the Common Carriers to the Grain Trade, Sen. Doc. 278, 69th Cong., 2d sess., p. 212. 
*> It is reported that other methods have been, recently employed in such sales 'Ho go to stcnre'' because 
of the Federal tax on futures. 
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tor recovers the grain for merchandising purposes by taking delivery 
on the future contract and removing the grain from store; or he mav 
accept the warehouse receipts on delivery and pass them on in fulfill- 
ment of sales of futures lust as if he had previously been the legal 
owner of the grain in public store.** 

Illustrations of go-to-store sales. — ^Transactions of this 
kind are described in great detail in the record in Lachtstem v. 
Rosenbaum Grain Co. (Appellate Court of Illinois, 1912). The 
fdlowing extract from the examination and cross-examination of 
one of the defendant's witnesses is in point: 

* •* « J have bought cash grain from the J. Roeenbaum Grain Co., and have 
made immediate sales of futures to the seller against those purchases. In August, 
1911, we bought 50,000 bushels of wheat to go to store, and sold them 50,000 bushels 
of September wheat. The warehouse receipt was delivered to us on the 29th or 30th 
of August. The transaction we had was practically taking off a hedge. In December, 
we made a similar transaction in oats with the defendants. We .used to do some of 
this business for the Armour Grain Go. There are two sides of a hedge. To start 
with, we might buy from the dealer in the countrv a certain amount of grain, and 
we would sell a future against it. When the grain had arrived in Chicago we would 
sell the grain and buy back the future, which is taking off a hedge, as we call it. When 
the grain arrives in Chica^ and we sell the cash gram to the dealer here, then we put 
back the future. That winds up the future trade. Our cash grain which has arrived 
we sell out in the market, and tnat closes the transaction. When I bought the 50,000 
bushels from the Rosenbaum Grain Co. I protected myself, in order to avoid gambling 
or speculation, by selling the future. Otherwise, the trside would have been open, 
and I would have had a loss or profit according as the wheat went up or down. That 
would have been a speculation. 

^ The practice to-day follows closely that described in 1906 in the following testimony: 

Q. Where does the grain oome from that goes into your public elevators— the bulk of it?— A. The bulk 
of the grain is forced into the public elevators through our eCForts. 

Q. Into your public elevators?— A. Yes. sir. 

Q. Out of your private elevators?— A. Some out of private elevators and contract grades originally from 
the country. We are compelled to sell that before it goes into the public elevators. 

Q. Explain what you mean bv " forced " into the public elevators.— A. We generally buy grain on basis 
of futures. The price of the future is establi^ied on the floor and we base the price of the cash on the 
futures, 80 when we send out our bids to the country any acceptance we get we sell for future delivery. 
When tne grain comes in, if it grades we sell it out and buy back the future. If it does not grade, we put 
it into the cdeaning house, and if we can ship it to better advanti^ we ship it without putting it into the 
public house. If we can not, we make it into contract grade and sell to a member of the board to go into 
a public house. Immediately buying back our future. 

Q. From the same man?— A. As a rule. 

Q. Do you sell to him at the current market price of cash grain that day?— A. We usually have to allow 
about one«ighth of a cent a bushel profit to the buyer. 

Q. You select this man to be the holder of the grain in the house?— A. Not necessarily. We sell the 
grain to Jones, for instance, at oneel^th of a cent under the current option. Take October com. we 
calculate that willmake us a profit if wesell at 44i. We will go to Jones and say, "We will sell you 60,000 
com at 44} and then buy 50,000 October com at 45 cents." Under the rules of our exchange that com can 
be delivered to us, but we can not retain it. In other words, the first 50,000 October com we sold when 
we bought the com in the country may be settled against the October com bought against the party we 
sell to to go to store. 

« ***** * 

Q. Why do you sell grain worth 45 cents for 44i oents?*-A. We discount one«ighth of a cent of the 
earnings, because therels threoKiuarters of a cent elevation that follows the grain. If the grain remains 
in store the elevator interests earn the second storage after the first 10 days. The first 10 days carries a 
charge for loading and unloading. Then there is a storage charge. 

.* « * 4t H * « 

Q. Suppose the broker buys at one-eighth of a cent below, and Instead of ordering it into your house 
he orders It into some other house? Do you insure that it goes into your house?— A. The purpose of buyinf 
the grain is to trr and get it into the house. I could not sacriflce three<iuarters of a cent a bushel ana 
put It in somebody else's house. 

Q. Are public elevator operators in the dty engaged in the grain business?— A. Well, indirectly. The 
public elevators, as a rule, are operated by a corporation. 

Q. And the sameinterests are engaged m the grain business?- A. Yes, sir. 

Q'. Are the public elevator proprietors really the great grain merchants of the dty?— Take the interests 
that control the public elevators of the dty, wnat portion of the grain trade of the dty would you say they . 
do? Take Armour, Peavey, Bartlett-Fnuder, etc., are they the great grain merchants of the dty?— 
A. Yes, sir. 

Q. Is there anybody not owning a public elevator that would rank with the public elevator operators 
as a grain man— a receiver and shipper of grain? I do not mean a speculator.— A. No; I would not say 
that there is any that would rank with an elevator, because they have not the facilities for staring. 

Q. Would you say that the greatness of the elevator interests in the grain trade comes from the fact that 
the elevator charge is frequently used in the buying?^A. Yes, sir. (Senate Doc. S^8, 50tti Oong., 2d 
sess., pp. 50-d3.) 
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(AiiBwmiig the court:) It is m fact that merchantBy millen, very often wbo buy 
grain for delivery in the fotoie take an option for protection; make a hedge. The 
men who are consoming grain do that. 

The CouBT. What is the nae of going into tiiat any farther? There la no qnestion 
about it. 

Mr. >fATER. I am content, except one or two qiifiBtiona. 

Mr. RoBBDfs. Ev^ybody undCTBtands the ordinazy practice of hedging, and its 
pnrpose. 

llieCouBT. Yea. 

Mr. Ro BBDfB. It is a apedea of inamance. 

CrooB-examination : 

The reason that I made the sale of the 50,000 bndiela was I wanted to make a profit. 
I could not assure myself of the one-eighth profit without ™*^"g a sale at the ^ame 
time I made the purchase. That is a certain species of hedging. We frequently buy 
grain and sell it at a profit. If we could have bought this grain of Bosenbaum and 
sold it to some one else at the one-eighth or any premium we would have done so. 
We are there to make money in that way. 

The OouBT. Stippose vou conceded^ Mr. Bobbins, that when Mr. Rosenbaum came 
to him and offerea him this grain at this price, that he would sa^r, " I do not want grain 
at that ffrice, ' ' and Bosenbaum would have replied, ' ' I will buy it of you at an advance 
of one-eighth a bushel for future delivery"? 

Mr. Bobbins. Yes. 

The Court. Suppose you concede that to be the fact. He says, "AH right, I will 
buy the grain at that; I will make an eighth of a cent a bushel, and get the interest 
on the money. I will ^o into that transaction. '' Now, that was really the proposi- 
tion as it rests in my mind, but is it not r^ular? Both transactions are regular under 
the rules of the boiuxi of trade and at law, as far as I know. 

(Witness resumes.) • 

The proposition between Mr. Bosenbaum and myself on the 50,000 bushels, I think 
that we were asked — ^that is that we had a certain amount of cash grain ofifered to us 
at a xnice, and then took the future at*the one-eighth premium. Both propositioDS 
were made at the same time. I remember more distinctly about the oats delivery 
than about the wheat transaction. We delivered the oats right out, as soon as they 
were delivered to us. We closed the future sale either with deliveries of other grain 
that might be delivered to us, or it might be settled direct. We could not tell. It 
might be a ring up. 

The practice of selling grain " to go to store' ' in this manner has 
been recognized by the Doard of trade to the extent that a place on 
the floor was at one time designated for such trading. It is reported 
that there was little bidding, however, so that me trading soon 
resolved itself into a matter of private arrangements. 

It appears that the practice of selling " to go to store' ' sometimes 
enables an elevator operator to make delivery on sales of futures 
to better advantage than if he were obliged to bid for contracts in 
thepit. 

The following statements are typical specimens of sales '' to go to 
store" made by the Armour Gram Co., which operates both public 
and private elevators. The first sale was to Bartlett-Frazier Co., 
which also operates pubUc and private warehouses as well as a future 
conmiission Dusiness at Chicago, and the second to Jackson Bros. 
& Co., who were engaged in the futiu*es commission business^ 
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Chicago, March 29^ 1916, 

816.68 

Armour Grain Company to Bartlett Frazier Co. Dr,, Offices 111 W, Jackson, Western 
Union Bldg, 

S3281 

Date sale 2/25/, 3/7, 3/13, 3/20. 
Pro. No. Cont. Wht. On Track to go to Store Less Chgs. to 5/1. 

Car No. Weight, bushels. Kind of grain. Price. Amount. Total. 

Receipts. 

2/25 100, 000 2 hd. wht. 118 1/4 118, 250. 00 

3/7, 100,000 ** 113 1/4 113,250.00 

3/13 ^50,000 " 107 53,500.00 

3/20 5, 736. 50 * ' 109 6, 253. 15 

255, 736. 50 291, 253. 15 

Stge. Nat. Ele. as per memo 3, 101. 59 

^* CalB 011.79 

Insurance 1, 317. 87 

Interest 1,453.32 

6, 784. 57 

284, 468. 58 
As baled 255, 000 283, 645. 79 

736. 50 bushel 822.79 

Int. 822.79 32 days, @ 3i% 2.55 

Ins. 800 38 days 175/2546 3.56 6.11 

816.68 

Total 816.68 

Wheat 736.50 (Red checking pencil) 

(Handwritten) 

(Stami)ed): Armour Grain Company, Paid March 30, 1916. 

May 25, 1916. 

Jackson Bros, ds Co., city, wheat sales to go to store. 

Beoeipts. 

Jan. 11. 200,(K)0 bus. 2 hd. wheat, @ 125J 250,750.00 

Jan. 17. 200,000 ** @ 127^ 255,000.00 

Feb. 29. 100,000 ** @ llli 111,750.00 

617, 500. 00 

Less storage (per memo. ) 12, 193. 44 

'' insurance ** 4,673.77 

** interest '' 5,152.87 

22,020.08 

595, 479. 92 
As billed (see memo.) 500,000 bus 595,456.06 

23. 86 
Add a/c errcNT 3/3/16 our bill 2,679.20 aa we allowed 59 days interest on 
13,000 in error* 19.67 

43.53 
Wheat money only. 
(Handwritten, carbon copy.) 
*(Original writing.) 

Checked. 

£. S. L. Rt. m^ 

The first statement shows that the Armour Grain Co. on the above 
date sold 4 lots of contract wheat inspection No. 2 hard, at a price 

56976"— 22 ^11 
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based on the May future (5/1) with the understanding that such 
ffl*ain go into storage in the Annour public warehouses and that they 
deducted from the purchase price the storage chaises from the dates 
of sale to May 1. The original transaction involved the sale of 
255,000 bushels of cash wheat and purchase of an equal quantity of 
May (presumably at a fraction over the cash price). The statement 
shows the account when adjusted to weights as received at the 
Armour public elevators. 

The second statement comprises a similar transaction and is self- 
explanatory. 

rublic storage is sometimes used by the public-elevator operators 
by mutual exchange of storage, each operator storing a certain 
quantity in the other's public warehouse. This is apparently not 
commonly practiced, however. 

The president of the Armour Grain Co. stated that they had sold 
1,855,000 pounds of wheat screenings in 1916-17 to their own treasurer, 
who stored them in their public elevators A and B. 

In summary, it is generally understood and admitted by the trade 
in Chicago that the public storage facilities at that center for many 
years have been largely utilized by the operators either directly or 
mdirectly for their own private merchandising purposes. This does 
not mean that they have, strictly speaking, a proprietary interest in 
the grain sold to be stored in their public elevators; but rather that 
thev are able to arrange for and direct the movement of their own 
cash grain into the public warehouses which they operate. 

Section 8. Exchange regulation of elevators. 

Regular elevators. — ^The term ''r^ular warehouse" (or regular 
elevator) refers to those houses operating under the regulations •* of 
the exchanges conducting trading in futures and which are declared 
to be regular for the storage and delivery of grain deliverable on 
future contracts. Grain in such houses is registered and subjected to 
inspection by exchange officials. The practice of declaring certain 
elevators ^'r^ular'' seems to have originated in Chicago in the early 
seventies. (See Vol. II, Ch. Ill, sec. 70 The requirements generally 
made of regular elevators to-day^^ indicate that the term has no 
specific relation to the elevation and storage of cash grain. However, 
merchants operating houses which have been declared re^ar are in 
a position of advantage for hedging and other operations in the 
futures market. In Chicago and Minneapolis the regular warehouse 
must under the exchange rules be a pubnc warehouse in conformity 
with State laws. In Kansas City and Duluth, on the other hand, 
the exchanges do not require that the regular warehouse hold a 
State license, and houses operated wholly for private account have 
been declared regular and placed under exchange supervision for 
handling contract grain. 

The requirements of regular elevators operated under exchange 
regulation in the principal terminal markets are enumerated in Vol- 
ume II (pp. 245-248). Reference should be made to that volume for 
a description of the custodian system (pp. 104-105) of the Chicago 
jSoard of Trade whereby exchange officials assume trusteeship lor 

M See Vol. II, p. 244. 

« See Vol. n, pp. 244-248. 
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grain stored in private elevators and police the movement of grain 
mto and out of the houses operating under the custodian rule. 

Section 9. Status of the public warehousing business. 

Deounb of pubuo WAREHOUSING. — The elimination of public 
warehousing has been especially apparent in the history of forwarding 
markets such as Chicago and Duluth. A Chicago grain merchant 
stated the case in 1918 as follows: 

When I first engaged in the grain biudness of Chicago, about 1890, there were three 
distinct classes engaged in the trade: First, the cash commission man doing a strictly 
receiving business; second, the public elevators, in which the receivers stored their 
grain until they had an opportunity to merchandise it; and, third, the shippers who 
had their eastern connections which they supplied by purchases from the receivers 
and shipment out of public elevators. 

The entrance of the public elevator proprietors into the prain merchandising business 
has had several effects. First, it has destroyed the ability of grain receivers to store 
grain in public elevators in competition with the proprietor-merchandiser who has 
no storage to pay except to himself and in many cases has practically no costs of storage 
due to tiie very favorable leasee of elevator property from railroads. This situation 
has developed to such an extent that I believe over 99 per cent of the grain stored in 
public elevators is owned by proprietors of such elevators. In realit)^ the so-called 
public elevators have become private, but with all the privileges given to public 
elevators under the law. 

It is contended by the operators, however, that operation whollj 
for public account has not been a dependable source of income and is 
therefore impracticable in most instances. One Chicago operator 
stated that if you were operating a public elevator and depended 
upon the public to put gram in there, it would not pay." Another 
operator, commenting upon the decline of public warenouse storage, 
said: 

It is principally caused by the fact that the public, as soon as they own any grain, 
as a general rule^ they want to get rid of it and they usually take it out of store and 
ship it away — dispK)se of it. The result is, public elevators have to lie idle such a 
large ehare of the time that their expenses, going right on all the time, run them into 
a loss, and the only way that the public elevator man in Chicago can get anv of that 
money to pay expenses, as a general rule, is to put some special bin stun in there and. 
carry it himself. If he does that he has ^ot his stuff in an undesirable position, because 
if he has to make it up into certain grades he has to retransfer it back into his private 
house at an expense. 

At Kansas City commission merchants and dealers (not operating 
elevators) state that the storage rates and the general operatmg con- 
ditions of the elevators licensed to do a public business have rendered 
it unprofitable in recent years to carry grain in public storage." 
Furthermore, it is maintamed by the elevator operators that it is 
unprofitable to operate for public accoimt except in the slack seasons, 
because the independent shippers do not care to have their grain 
mixed with that of others, with the result that large bins must be 
used to store comparatively small quantities of grain. Whatever 
reasons be assigned, it is a fact that the public storage business in that 
market in recent years has amounted to but a small proportion of the 
total volume of grain handled. For example, a Kansas City elevator, 
which appears to have done a larger percentage of public business 
than any other of the licensed houses in that market, utilized its 
storage capacity in the 5-year period, 1913-14 to 1917-18, in the fol- 
lowing manner: 

M See Chap, m, sees. 4 and 9. 
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For their own account 

For other dealers 

For Food Administration. 
Railroad transfers 

Total 



Bushels. 



82,696,000 

12,963,900 

488,800 

0,607,000 



55,845,700 



Per cent. 



58.55 

23.21 

.88 

17.36 



IOOlOO 



That is, out of an average yearly handling of over 11,000,000 
bushels going through the house about 59 per cent was handled for 
their own account, about 23 per cent for other dealers, and the 
remainder consisted largely of tnrough shipments transferred by this 
house. 

At Duluth "up until 1897 or thereabouts'' the main function of the 
terminal elevators was to store grain for account of others. Their 
only sources of income were the established charges for storing, han- 
dUng, and cleaning, and these operations were subject to the super- 
vision of the rai&oad and warehouse commission of Minnesota. 
About 1897 the competition of the mills at Minneapolis for cash 
grain began to influence prices so largely that dealers and shippers 
could see no profit for themselves in buying the cash grain under 
such competitive conditions unless purchasers from them were in 
sight. They had formerly been able to hedge and send the grain to 
store while waiting for such purchasers, but mill buying so narrowed 
the spread between cash and future prices, even at the season of 
heaviest receipts, that the holding of grain by a merchant with no 
elevator and the paying of storage charges for any considerable 
period involved a loss on the hedge not compensated oy any oppor- 
tunity to find meanwhile a better market for the cash grain. This 
caused a decline in the volume of ^ain placed in storage by dealers 
without their own elevators so that the terminal elevators were 
unable to make a profit from storage charges on grain handled for 
the account of others. The elevator companies therefore went into 
the market themselves as buyers of gram, contenting themselves 
with earning on a larger quantity of grain a '^ carrying charge" 
smaller per imit than the public rate supplemented by opportunities 
for profit from mixing, conditioning, and spreading. 

Tnere have been no public elevators in Duluth since 1916.®^ The 
elevator companies are the predominant buyers on the market and 
there is very little grain placed in store by other concerns. 

The tendency since 1900 is indicated by the situation at Omaha, 
where there was hardly an organized market prior to 1905. Here the 
elevator facilities were developed largely by private grain dealers in 
accordance with the tendency in recent vears in other markets. 
When the grain exchange was incorporated in 1904 it appears that 
there were only three considerable terminal elevators in the market. 
The largest house was that of the Omaha Elevator Co., with 1,500,000 
bushels rated capacity, which was operated on a merchandising basis 
in conjunction with a line of country elevators. At Council BluflFs 
the Union Elevator Co. (whose stock was held by six railroads) had 
constructed a 750,000-bushel house and leased the same to the 
Trans-Mississippi Grain Co. imder an agreement to transfer grain.** 

•7 There is one public bouse at Superior, Wis. 
68 See 10 1. C. C, 318. 
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The third elevator was that of the Merriam & Holmquist Co. (A), 
which was operated as a '* regular public storage warehouse." There 
was also a ^nall private house of 40,000 bushels rated capacity. In 
January, 1907 (tnree years later), the secretary of the exchange re- 
ported that the total capacity of terminal elevators in active operation 
was 6,040,000 bushels, but that only three elevators were operated 
as^regular public warehouses" with an aggregate capacity of 1,600,000 
busheb.** 

The number of elevators now operated at interior terminal points 
by companies which do not buy or sell grain is relatively small, as 
the following schedule shows: 

Grain elevaiors at specified interior points operated exclusively for public account by 

concerns not engaged in the grain trade.^ 



Market. 



Miimeapolis 

Do :.. 

Chicago 

Kansas City 

Do 

St. Joseph 

CoffeTville, Kans. 

Detroit 

Toledo 

Fostoria.Ohio... 

Louisville 

Erie 

Buffalo 

Do 



Do. 
Do. 
Do. 
Do. 
Do. 



Total. 



Name of operator. 



Electric Steel Elevator Co.« 

Victoria Elevator Co 

Cragin Elevator Co 

Frisco Elevator Co 

Wabash Railway Co 

Burlington Pubfic Elevator Co. 

The Wilson Elevator Co. 

Michigan Central R. R. Co 

East Side Iron Elevator Co 

Fostoria Storage & Transfer Elevator Co. 

Kentudry Public Elevator Co. 

Erie & Western Transportation Co 

Mutual Terminal Co 

Connecting TerminalR. R.Co 

Buffalo Elevating Co 

Marine Elevator Co 

Wheeler Elevator Co 

Monarch Elevator Co 

Erie Transfer Co 



Capacity. 



BiuiheU. 

4,000,000 

500,000 

600,000 

950,000 

442,000 

413,000 

175,000 

500,000 

1,640,000 

325,000 

650,000 

1,156,400 

2,500,000 

2,000,000 

1,200,000 

650,000 

650,000 

450,000 

150,000 



17,051,400 



1 Taken from return made by the operators. 

> The majority of the stock of this concern, however, Is owned by the Russell-Mlller Milling Co. of Min- 
neapolis. 

This table shows that not more than 19 of the public elevators at 
the more important interior terminal points in the United States are 
operated by concerns not dealing in grain and that 9 of these are 
water terminal facilities on the Great Lakes. 

There are, then, few elevators operated on a strictly public utility 
basis excepting those operated by raUroads and public agencies. 
Higher utilization of plant has been obtained and larger profits realized 
through combining a merchandising business with the storage and 
transfer functions.'^ At Chicago and Minneapolis the necessity of 
providing storage facihties in connection with the futures markets is 
advanced as a reason for operating on a public basis, but such public 
operation is closely related to the private merchandising business in 
those markets. ML the grain received in the 9 public warehouses ^^ at 
(^cago is technically hela in store for owners otner than the operators, 
yet the bulk of the grain so received customarily originates from stocks 

o Third Annual Report of the Omaha Grain Exchange, Jan. 31, 1907. 

70 For example, the Fort Worth Elevators Co., operating a 1,000,000-busheI elevator at Fort Worth, Tex., 
on the Rock Island tracks, solicits a public storage and handling business. They report, however, thai 
they are active traders in cash grain and claim that through the first nine months of 1920 they "did the 
largest export business in wheat through the Gulf of any grwi conoem in the United States'' in addition to 
a large domestic trade. 

7 1 See Appendix Table 6. 
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owned by such operators and stored in their private terminal ele- 
vators, and the public storage bins are little used by other dealers. 
The 29 licensed houses at Minneapolis are operated predominantly 
.for account of the operating companies, and the demand for pubbc 
storage appears to be relatively small. 

A MinneapoUs operator whose concern owns grain storage space 
amounting to more than 2,000,000 bushels rated capacity, when 
questioned as to the percentage of capacity normally used for public 
storage, made the following statement: 

We use it aU for our busiiiess. Up to this year we used it for our own storage. It is 
public storage in this sense: We might buy up or seU to some outside miU a quantity 
of grain and cany it for them throughout the season, but it is our property until we 
sell it, so we are not carrying it for the public; we are carrying it lor ourselves. In 
other words, if the elevator should be demoliaheid the grain woum be — ^it is held at our 
risk. * * * 

It is a public warehouse because we are registered and licensed. We have all that 
a man can get to keep tab on us. At the same time we are public, I don 't know just 
how to classify it. If a man wanted to store 50,000 bushels witii us, if we could agree 
on the rate we might take it if we had the room, and then we would issue receipts for 
it. He could do as he pleased with the receipts. He mig^t sell them or he could 
hypothecate them. We have very little of that. We really own all the grain that is 
in the house as a rule. Last year we had the house full. We had 30,0C9 bushels of 
barley and then we loaded that out and the house was chock full. It was our wheat. 

This statement conforms largely to those of other operators. There 
is a variable public storage business for account of independent ship- 
pers, but this has usually comprised but a small proportion of the 
total volume of business. 

The transfer business. — ^The business of storing and transferring 
grain for others is carried on to a certain extent by private operators, 
particularly those leasing elevators from railroads, as is snown in 
another chapter (Chap. Ill, sec. 6). Private elevators in the interior 
may and frequently do receive allowances from the railroads for 
transferring grain in the course of transportation under duly pub- 
lished tariffs of the carriers (Chap. Ill, sec. 3). 

The Buffalo market offers the best example of the transfer busi- 
ness as a principal source of revenue. Nearly all of the elevators at 
that point, excluding mill-owned storage plants, have been engaged 
in the transfer business.^^ Prior to 1916, for about 50 years, under 
various agreements, the transfer of ex-lake grain received lat the 
port was largely controUed by a pool of elevator companies known 
as the Western Elevating Association. The pool, wnich included 
12 companies under its 1913 agreement, was organized each year 
apparently with the purpose of stabilizing elevator charges ana in- 
suring an equitable and prompt distribution of the incoming grain 
tonnage. The nature of the earlier agreement appears in a state- 
ment of facts by the Court of Appeals of the State of New York," 
as follows: 

* * * the Buffalo Elevating Co. had entered into a written a^eement with a 
number of other proprietors of elevators to form the Western Elevating Association^ 
to continue for the term of one year, and during the insurance period of the policy 
renewed the agreement for the further term of one year. Under this agreement be- 
tween the elevators the Western Elevating Association would collect the receipts 
and the earnings of the various elevators to a certain amount, which, in the case of 
the plaintiff, amounted to 80 per cent of its total earnings. The association would 

T« There is only an "ouf Inspection (no "in" inspe(»tion) on grain elevated from vessel at Buftalo. 
T< Michael v. Prussian Nat. Ins. Co., 171 N. Y., 25 (1902); 63 N. £., 810>11. 
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make.paymentB or distributioiiB item, these receipts or earnings to the various mem- 
bers of the association at various intervals, as determined by its executive committee. 
Each member of the association retained possession of its or his elevator, employed 
and directed its employees, and paid its own operating expenses, taxes, and insur- 
ance premiums. The executive committee fixed the rates of elevation and storage 
for all the members of the association. The individual members made their own con- 
tracts with the railroad companies, shippers, and consignees for the shipping and 
handling of grain for l^eir particular elevators, except as to the price for elevating. 
It was vie course of business that consignments of grain to any elevator, u]pon ar- 
rival, were immediately reported to the secretary and treasurer of the association, 
who issued warehouse receipts for the grain. When the grain was transferred out of 
the elevator, such transfer was report^ to the same officer, and the warehouse re- 
ceipt was canceled. This course of business, as regulated and controlled by the 
agreements, obtained during the seasons of navigation. 

The main objectiye of most of the Buffalo elevators has been sim- 
ilar to that of elevators at export points, i. e., to move the grain through 
the terminals as rapidly as possible. Storage has been for the most 

Eart on a special bm basis without the issuance of negotiable ware- 
ouse receipts. It has been customary for the raikoads to absorb 
elevating and transfer charges (including five days' storage) on transit 
grain, so that this transfer service has been performed largely for 
railroad account. 
In 1920-21 the elevator fees ^* were — 

Cents per 
bushel. 

Elevating 1 

Storage, first 6 days or any part thereof J 

Storage, thereafter, for each 7 days or part thereof | 

Running over grain J 

Delivery to side bin } 

Section 10. Bemedies for the terminal elevator sitnation. 

The Commission is of the opinion that grain merchandising on the 
part of operators of licensed public elevators is contrary to sound 
principles of pubhc warehousmg, leading to dissatisfaction on the 
p&rt of growers and millers and to iU feeling throughout the grain 
trade. While the practice now prevailing at the primary markets 
can be defended on the ground of larger turnover and lower handling 
costs per bushel tiuroum such combination of merchandising with 
pubUc warehousing, it is apparently contrary to the general public 
mterest. As long as these warehouses are operated by dealers in 
grain and as long as storage charges remain at the present level the 
natural result wul be concentration of the control of actual grain in 
the hands of the elevator operators because only such operators can 
profitably accumulate a large line of grain. This situation ^ives to 
the large elevator merchandisers practical control of dekverable 
grain at the terminal markets, facilitates the manipulation of futures, 
and has doubtless been at times responsible for the f ailiu*e of the cash 
and futures markets to move in harmony. The possible remedy for 
tibis situation suggested by the circumstances is to make it practicable 
for grain dealers not operating elevators to store grain in public ele- 
vators in competition with the large merchandisers. To accomplish 
this would reauire a reduction in storage charges. But, as already 
pointed out, tne indications are that even at present storage rates a 
purely storage and transfer elevator ca^ not be profitably operated 
at interior terminal points. 

T« Established by the Lake Oraln Elevator Association, which was organized after the dissolution of 
the Western Elevator Assooiation. 
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The problem in question can be met in either one of two ways. 
The railroads might be required to operate elevators for the conven- 
ience of their smppers; or the government, presumably the State 
f government, might operate storage elevators at rates sufficiently 
ow to permit dealers without elevators to compete with the elevator 
merchandisers. 

Public warehousing has long been recognized as a ''business 
aflFected with a pubUc interest.'' From the standpoint of the pubUc 
interest involved it is doubtless better, if this economic service can 
not stand on its own bottom under present conditions, that it be per- 
formed in conjunction with the common carrier service which is 
likewise affected with a pubhc interest than that it be joined with 
and to a greater or less extent exploited by grain merchandising 
interests. 

It is hardly necessary to repeat that in general the grain-carrying 
railroads already own large terminal elevators. At the primary 
markets, however, they are almost always leased to and operated by 
grain merchandisers. It may be objected that the operation of 
public warehouses by the railroads in such manner or at such stor- 
age rates as would restore the possibiUty of the utihzation of public 
storage by cash grain handlers generally would involve a loss to the 
railroads. This is not a conclusive objection and the impUed prem- 
ise is not necessarily true. Railroad elevators are at present and 
have in the past been leased to their operators at rentals often nom- 
inal and frequently insufficient to afford an adequate return on the 
investment. There are collateral advantages to the railroads from 
these facilities due to their assistance in attracting and holding 
traffic which are largely; compensatory for the direct losses in ques- 
tion. As regards terminal facilities in general the chaise for the 
specific terminal service need not cover and perhaps can not be 
made to cover all the costs incurred. There is no reason why the 
same principle should not be applied in the public interest to the 
terminal storage of grain, especially as the railroads are already not 
obtaining any appreciable profits from this part of their property. 
The charge made lor public storage should of course cover necessary 
operating expenses but in addition need include only a minimum 
contribution to fixed charges instead of attempting to insure the 
covering of that element in cost. 

Furthermore, it is not at all impossible that railroad elevators 
could be operated profitably at interior terminals if the storage rates 
were made sufficiently low to enable cash handlers generally to em- 
ploy these facilities in competition with elevator merchandisers. 
Adequate profit from a purely storage and transfer elevator is 
chiefly a question of volume of business. If rates were sufficiently 
low to enable dealers without elevators to use these facilities, there 
should be a vast increase in the quantity stored .by grain handlers and 
a great increase in the degree of utilization of capacity, such as to 
mean possibljr a direct profit as well as an indirect advantage to the 
railroads owning the elevators. 

It is worth noting that 30 years ago or so there was less tendency 
to a concentrated and possibly monopolistic exploitation of terminal 
storage facilities than at present and no economic obstacle to the 
utilization of public storage by cash grain handlers generally. The 
public storing of grain owned by producers and handlers havmg no 
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elevators was then a regiilar incident of the grain business. At that 
time the relation (or spread) between cash and future prices at 
Chicago was much more in conformity with economic requirements 
than has recently been the case. The existing situation tends to 
choke the normal channel of connection between the cash and futures 
markets, to foster in the latter market ^Hecbnicar' conditions and 
price movements not related to the demand and supply situation for 
actual grain, to give to powerful integrated concerns additional 
opportunity for manipulation, and to impair the usefulness of the 
futures market for hedging purposes. 

All the incidents of terminal handling should be arranged so as to 
eliminate iucentives to imdulv prompt selling and premature removal 
from storage at the terminal elevator of the railroad on which the 
ffiain originates and to facilitate the continued ownership of the grain 
by the country shipper if his judgment of economic conditions sug- 
gests such a poUcy. Possibly the mitial elevation and storage charge 
should imiformly be included in the freight charge so mat only 
through-biUed grain would escape contributmg something toward the 
cost of storage facilities at the railroad elevator. Such a measure 
would tend to prevent holding grain in cars and the tying up of 
railroad equipment as well as me diversion of grain to private eleva- 
tors for speculative purposes. 

The restoration of a normal situation as regards the use of public 
storage in the grain trade would be so generally beneficial to the trade 
and to the public as to warrant necessary legal reforms and financial 
expenditures in the directions suggested or whatever other steps 
might be necessary to accomplish the object in view. 



Chapteb v. 

MERCHANDISING AND SHIPPING BUSINESS IN TERMINAL 

MARKETS. 

Section 1. Operations of terminal elevator companies. 

Inteoductoby. — ^The buyers in the terminal grain iz^arkets are 
necessarilv either consumers or shippers, or their agents. Tables 8 
to 12 in Volume II indicate that for 10 primary markets taken as a 
whole about one-third of the wheat receipts and one- third of the com 
receipts in the five years, 1913-1917, were consumed locally, i. e.. 
not shipped as grain; that less than 15 per cent of the oats receivea 
was re tamed for local consumption at these points; that a little more 
than 40 per cent of the barley received and about 25 per cent of the 
rye receipts were likewise retained for consumptive purposes. What- 
ever periods or statistics are considered, it is conclusive that at many 
of the primary points the larger volume of buying is for shipment out 
of the market. The predominance of local nml buying at Minne- 
apolis is exceptional J compart with other primary ^kete. , 

The terminal elevator companies are the largest merchandisers 
and distributors in the trade. At Duluth, Chicago, and Omaha, for 
example, the terminal elevator companies as a group buy more 
than two- thirds of the wheat, com, and oats (Appendix Table 12). 
While parts of the stocks purchased are later sold to consumers and 
distributors in the local market, the bulk is sold for shipment to other 
points. As was shown in Chapter IV, these private elevator mer- 
chandisers have the operating control of probably 80 per cent of the 
terminal elevator storage space in the United States (excluding the 
plants of millers and converters). They are generally equipped to 
nandle grain in carload lots, or larger umts, for storage, conditioning, 
and mixing purposes. Their chief sources of profit are as follows: 
(1) Mixing, cleaning, and conditioning for their own account with a 
view to raising the commercial value of their own stocks; (2) mer- 
chandising grain for domestic consumption and foreign demand, 
inunediate or deferred* (3) sale of screenings; (4) operations in the 
futures market; (5) elevation, storage, transfer, cleaning, mixing, 
and conditioning for others. 

A considerable volume of shipping business is also carried on by 
dealers not operating terminal elevators and the elevator companies 
themselves sometimes apply cars on contract without unloading 
them or by merely transferring the grain through the elevator to 
obtain the weights. 

Rules and regulations. — The trade customs and r^ukttions 
relative to the more important points involved in contracts for ship- 
ment appear in the following extracts from the rules of the Grain 
Dealers' National Association : * 

^ As in force Nov. 20« 1920. 
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Rule 3. Ccard bids. — ^The acceptance of a card bid shall carry with it a full accept- 
ance of the written and printed conditions contained therein. 

Rule 4. (a) Confirmation. — It shall be the duty of both buyer and seller, on day of 
trade, to mail, each to the other, a confirmation, in writing (the buyer a confirmation 
of purchase, and the seller a confirmation of sale), setting forth the specifications as 
agreed ux)on in the original articles of trade. Upon receipt of said confirmation, the 
parties thereto shall carefully check all specifications named therein and upon finding 
any differences, shall immediately notify the other party to the contract, by wire, 
except in the case of manifest errors and differences of minor character, in which 
event notice by return mail will suffice. 

(b) When a trade is made through a broker, it shall be the dutjr of the broker, on 
the day of trade, to send a written confirmation to each of the principals (to the buyer 
a conmnation of sale, and to the seller a confirmation of purchase), setting forth the 
specifications of the trade as made by him. Upon receipt of said confirmations th< 
parties thereto shall carefully check all specifications named therein, and upon find- 
ing any differences, shall immediately notify the other x>arty to the contract, by wire. 
In derault of such notice by wire the contract shall be filled in accordance with the 
terms of the confirmation issued by the broker. 

(c) All sales by telephone shall oe confirmed on date of sale by both buyer and 
seller. 

(d) When either of the confirmations contains provisions at variance with the con- 
ditions expressed in the card bid, or other written or printed bid, the provisions of 
the said card, either writtexL or printed, bid shall govern, except when both parties 
to the contract shall waive the irregularity by signing tne confirmation, in which 
event the confirmation thus signed uiaU be Understood to express the terms of the 
contract. 

Rule 5. Time bfghipm£nt or deliveru, — In making contracts, a specific time in which 
shipment or delivery is to be made snail be mentioned. Any given number of days 
shall mean calendar days exduc^g date of sale in which to load and ship grain to 
apply on a sale for shipment, or to deliver at the agreed destination, grain sold for 
delivery. 

The word ship when used in the rules shall mean that shipping instructions shall 
have been filed with the railroad comx)any by the shipper. 

Grain to apply on a sale for shipment must be actually loaded, and billing instruc- 
tions must be furnished the railroad company in accordance with the custom then in 
vcgue at l^e shipping point. 

When the words immediate, quick, and prompt are used the following meanings 
shall be implied: "Immediate," three days; "Qidck," five days; "Prompt," ten 
days. 

Where no specifications as to time of shipment are named in the contract, prompt 
shipment shall be implied. 

First half of the month shipment shall be construed as meaning the first 15 days, 
including February, and last half of the month shipment shall mean the remaining 
days. 

Rule 6. Billing instructions. -^d) In case grain is sold for three or five days* ship- 
ment, the buyer shall furnish billing instructions by wire, unless said instructions 
were embodied in the <»riginal articles or trade. 

(6) The buyer shall be allowed three calendar days within which to furnish billing 
instructionB on sales for deferred shipment, and must furnish the said billing instruc- 
tions any time after three days, when requested by the seller. Should the buyer, 
after ^e expiration of the allotted three days, fail to furnish shipping instructions 
on demand, the seller shall have the right to elect either to ship the grain to the post- 
office address of the buyer or to cancel the contract outright; 24 hours' notice having 
been given by the seller of his intention and election. 

Shipping directions furnished by the buyer before the expiration of said 24 hours 
must be accepted by the seller. 

Rule 7. Incomptete shipments. — ^When the seller finds that he will not be able to 
complete a contract within the agreed limit, it shall be his duty at once to advise the 
buyer by msdl, telephone, or telegraph, whereupon it shall be the duty of the buyer 
at once to elect eitJier to buy in or to cancel the deficit, or, with the consent of the 
shipper, to extend the contract to cover the said deficit. 

n the seller fail to notify the buyer of his inability to complete his contract, as 
above provided, the liability of the seller shall continue until the buyer, by the 
exercise of due diligence, can determine whether the seller has defaulted, when the 
buyer shall immediately (a) agree with the seller upon an extension of the contract 
to cover the deficit^ (b) cancel the contract outright, or (c) buy in the deficit for the 
seller's account. 
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KuLE 8. Incomplete delivery, — ^Wh^ the seller fails to complete a contract for 
delivery within the agreed time, it shall be the duty of the buyer immediately to 
extend, buy in, or cancel the deficit, said deficit to be determined by the quantity 
already weighed up, plus sellers' weights or estimates on shipments arrived out not 
yet weighed. Wherever sellers' weights or estimates have not been furnished on 
shipments not yet weighed, it shall be the duty of the buyer to estimate the weight, 
for the purpose of fixing the deficit. 

Rule 9. uemwrrage. — ^The seller shall be liable for any demurrage charges accruing 
on grain billed to ^'imipper's order, *' whan such charges can be shown to mve accrued 
b}r reason of the inabihty of the buyer to get possession of the bill of lading whenever 
said bill of lading is necessary to furnish disposition. 

RuT^E 10. Sample grain, — It shall be the duty of the seller of grain by sample to 
furnish grain fullv up to sample. The word '' Sample '' used in tms connection ahall 
mean a portion of the shipment, or of the lot from which shipment is to be made, and 
must represent the identical grain shipped or to be shipped. The words ''Type 
sample'' shall mean sample of like character but not necessEuily identical in all re- 
spects with the grain shipped or to be shipped. Shipments rejected on account of 
quality shall be compared with the sale sample, by either the inspection committee 
or some other duly authorized or apjeed committee of the market in which such rejec- 
tion is made, and the finding of said committee shall be final. Should the finding be 
in favor of the buyer, the buyer shall at once notify the seller, by wire, and it ^laU 
be the duty of the seller to make satis^tory adjustment with the buyer within 
24 hours, at the expiration of which time, if not adjusted, the shipment sludl be sub- 
ject to the order of the seller and it shall be the duty of the buyer to buy in, cancel, 
or extend the defaulted contract and notify the seller of his action. Should the 
buyer and seller fail to arrive at a basis for adjustment that would enable the buyer 
to handle such grain not up to sample, and should said srain be fijoally rejected, it 
shall be the dutv of the seller promptly to reimburse the buyer to the full amount of 
money advanced on such a shipment so rejected. 

Rule 11. Loading minimum, — It shall be the duty of the seller to load cars in 
accordance with the rules and regulations of the initial railroad and to assume any 
loss resulting from the nonobservance of such rules and regulations. 

Rule 12. Telegrams and telephones, — ^The sender of a telegram or telephone message 
shall prepay the chaises. 

Rule 13. Acceptances. — ^Tel^j^^ph and telephone acceptances of letter and card 
bids for ''track grain" must reach the office of the bidder within the limit specified 
tiierein. Wire bids and quotations shall specify time limit for acceptance. 

Rule 14. Siurplus grain. — Surplus grain shall be taken to account by the buyer 
at the current market price on the day after the last car is unloaded. 

Rule 15. Interior shipments, — Grain sold on the basis of "Regular market terms" 
can not be forwarded to interior points by the buyer, without the consent of the seller, 
and the same rule shall apply to "Terminal muket sides" that do not contemplate 
public official wcdghts ana inspection. 

Rule 16. Invoice. — It shall be ihe duty of the seller to mail to the buyer, or such 
other consi^ee as may have been previously designated by the buyor, an invoice, 
giving the initial ana number of the car, kind and grade of grain, actual or estimated 
weight (state which), price, contract on which shipment is to apply, amoimt of draft 
drawn, and railroad routing. 

Rule 17. Bills of lading. — ^Bills of ladine attached ^ther to invoices or to drafts 
shall be original and n^^tiable, and in oonJormitv with the specifications of the con- 
tract on which the shipment is to itf^ply, and shall be signed in ink. Any loss resulting 
from irr^ular or incorrect bills of lading shall be paid bv the sdlor. 

Rule 18. Overdrafts. — When, for anv reason, an overdraft has been made on grain 
shipments, and has been discovered before the draft is paid, the buyer shall elect 
either to pay the overdraft for account of the sella', or to request the seller to reduce 
his draft to the propw amount. In the event that the buyer ^ects to pay the over- 
draft for account of the seller and in cases whoe drafts are so paid, and an overdraft 
is not manifest until an account curr^it is rendered, the selitf shall reimburse the 
buyer on demand for the f uU amount of said overdrafts. 

Rule 19. Balances.— Any aish balances accruiiig to the sdlor on a contract shall 
be promptly remitted when said contract is complete. 

Rule 20. Margin on drafts. — ^Where sales are made on destination tenns, it shall 
be the duty of the seUw to leave ample maigin on his drafts to provide for jxMsible 
discrepancies in w^phts and gjnftd^- 

Rule 21. Arhibratvm. — {a) Where differences between membos of this associa- 
tion or between a manbw of this association and a member of an affiliated association 
can not be amicably adjusted, said differences shall, at the request ol ttther party. 
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^ 

be submitted to the ftrbitration committees of either this association or the State or 
local association of which either one or both parties may be a member, except in 
cases where the disputants mutually a^ee to exchange arbitration, in which event 
this association will recognize the valiaity of such exchange arbitration. 

(b) The decision of an arbitration committee of this association shall be final, except 
as provided in Article IV of the Arbitration Rules. 

(c) Either party may appeal from a decision of the arbitration committee of a State 
or a local association to an arbitration committee of this association, except as provided 
in Article III of the Arbitration Rules. 

RuLB 22. Car lots of ^in and assorted feedstuffs, — ^These rules shall also govern 
transactions in f eedstuns in straight car lots, and erain, feedstuffs, and flour in assorted 
car lots. By feedstuffs is meant all animal feed that is derived from or is a product of 
grain. 

Rule 23. Weights and inspection of grain sold destination terms. — (a) On grain sold 
track-loading station, or delivered basis destination terms, it shall be the dutv of 
track buyers, receivers, millers, and consumers of grain at points of destination wnere 
no rofi^ularly constituted rules and regulations are in effect, first, to obtain the consent 
of sdler to make such delivery^ and then furnish to the seller sworn or public certifi- 
cates of weights and grades, giving the post office, date, name of elevator, mill, or 
warehouse where weights were obtoined; name of the weighmasters' employer, name 
of the weighmaster, location or description of leaks, if any, the seal record, the rail- 
road agent's written acknowledgment of said leaks or other bad-order conditions, 
when and where the grain was unloaded, and the original paid freight bill on grain 
sold delivered. 

(6) On a sale shipper's weights and grades it is understood shipments must be made 
by the seller from nis own stations, or from stations that operate under the same tariff 
rates, r^ulations, and conditions, and he must furnish the buyer sworn certificates 
of weight attached to draft or invoice^ unless otherwise agreed at the time of sale. 

RuiiB 24. Grain shipped from terminal or irUerior markets, — ^When grain is sold by 
telegraph, telephone, or mail, by receivers or distributors, located in terminal and 
interior markets, it shall be understood and agreed that the public weights and grades 
of the market from which the grain is shipped shall govern. 

Rule 25. Termincd market sales. — Sales made out of any terminal market for a 
specific number of days' shipment shall be filled with shipments from the point from 
which sold, unless otherwise agreed or imderstood at time of trade. 

Rule 26. 0^ grades. — It shall be the duty of receivers, track buyers, and dis- 
tributors of grain on r^ular market terms, to notify sellers of any failure to grade, so 
that he will receive such notice within 24 hours from date of inspection. The buyer 
then shall either apply the grain on contract at ruling market difference on day of 
arrival or let the notice to seller be hy wire, of that date, giving the condition of the 
grain, stating whether unloaded or still on track; whereupon it shall be the duty of 
the seller receiving such notice to wire disposition at once. Off-grade grain sold for 
account of shipper shall not applv on contract. 

Rule 27. Routing on grain sold delivered. — Grain sold delivered shall be deliverable 
via any line at the discretion of the seller, unless otherwise agreed at time of sale. 
When such shipments are routed by the purchaser, the carrier becomes the purchaser's 
a^ent, and the seller's liability ceases when he furnishes bill of lading in accordance 
with the purchaser's instructions. 

Rule 28. Routing of grain sold track. — Grain sold track the original point of ship- 
ment shall be routed in accordance with the billing instructions furnished by the 
buyer. 

Rule 29. Alteration of contract. — The specifications of a contract can not be altered 
or amended without the expressed consent of both the buyer and the seller. (This 
abolishes the custom of *' silence confirms.") 

Rule 30. Stored grain. — Grain stored in terminal regular elevators can not be 
applied on sale for shipment except by consent of the buyer. 

KuLE 31. Seller* s inspection. — Grain sold for delivery, seller's inspection, shall be 
covered by an inspection certificate of the grade contracted. The submission of a 
certificate of a lower e^ade to apply on a contract for a higher grade shall be authority 
for the buyer to sell the grain, represented by such certificates, for tJie account of whom 
it may concern, and proceed to buy in, extend, or cancel the (original contract for 
account of the seller, notifying him at once of such action. 

Rule 32. Carload.—A carload shall consist of bushels, as follows: Wheat, 1,100; 
shelled com, milo maize, kaflOu: com, and feterita, 1,100; ear com, 700; rye, 1,100; 
barley, 1,250; oats, 1,600: Provided, That where rules of carriers, lawfully on file with 
the Interstate Commerce Commission or State railway commissions, provide for 
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minimum carload weijghts in excess of the above, such minimum weights shall con- 
stitute a carload within the meaning of this rule. 

Rule 33. Grain in tmrwif .—Orain shipped prior to the date of sale can not be 
applied on contract without the buyer's consent. 

Rule 34. Size of cars when Imshels sold. — ^When bushels are sold and the size of 
cars to be loaded is not mentioned by the buyer, it shall be the privilege of the seller 
to load cars of a size suitable to his convenience; he, the seller, to answer to the rail- 
roads for the fulfillment of their minimum weight requirements. 

Rule 35. Term ^'24 hours V — ^The term "24 noiu*s." as used in these riiles, shall be 
construed to mean 24 hours, including Simday or legal holiday. 

Section 2. Mixing and conditioning by terminal elevators. 

The MIXING PROCESS. — Practically every private terminal elevator 
company engaged in buying and selling grain makes a practice of 
mixing, cleaniDg, and concfitioning the various lots of grain pur- 
chasea in order (1) to secure the screemngs; (2) to improve the 
quality; and (3) to take advantage of the latitude withm the re- 
quirements of each standard grade by mixing large quantities of grain 
to the bottom level of such requirements. A large Duluth operator 
stated that blending and conditioning (incluSng cleaning and 
mixing) during the years 1900 to 1914 was the most important 
source of profit to tne private terminal elevator. A Minneapolis 
company estimated that their gross profits on mixing under pre- 
war conditions had averaged 1^ cents per bushel. 

The diflFerent grades of grain are irequently mixed in railroad- 
operated elevators, imder the supervision of the local inspection 
department, with a view to releasing additional bin space for stor- 
age. But this practice under railroad operation appears to have 
little or no direct relation to merchandising profits and is neces- 
sarily more restricted than the mixing operations of private com- 
mercial elevators. 

The process of mixing in the Chicago market was explained be- 
fore the Interstate Commerce Commission * in 1906 as follows : 

Commissioner Prottty. When you mix oats, what is yonrpnrpHOse in mixing the 
oats? You want to take a poqr grade and make it better. What is the trouble with 
the poor grade? Is it too light? 

Mr. Bevan. Too light and bad color. 

Commissioner Pbouty. What do you do— take good oats and mix with the poor? 

Mr. Bevan. Exactly. 

Commissioner Prouty. And you try to get enough good in to bring up the quality? 

Mr. Bevan. Exactly. 

Commissioner Prouty. To what extent is it possible to do that? Take a thou- 
sand bushels of what you call poor oats. You want to bring those up to what grade? 

Mr. Bevan. You can mix in about 25 per cent of poor oats with 75 per cent good 
oats. 

Commissioner Prouty. And produce the same grade that the good oats were at 
the start? 

Mr. Bevan. Yes, sir. 

Mr. Marble. That really lowers the market value of the oats, but keeps them 
wjLthin the limits of the grade? 

Mr. Bevan. Within the limits. 

Mr. Marble. And skins the grade? ' 

Mr. Bevan. I do not know about * * skinning. * ' 

Commissioner Prouty. Don't oats sell by grade? 

Mr. Bevan. Some do, and some by sample. We sell all of ours by sample. 

Commissioner Prouty. After you have mixed those oats, if you take a sample, 
will that sample sell for as much as a sample of the good oats before they were mixed? 

Mr. Bevan. That is up to the buyer. 

Commissioner Prouty. Well, as a general proposition? 

« Op. dt., S. Doc. No. 278, p. 788. 
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Mr. Bbvan. Y©8, sir. 

Oommissioner Prouty. They do sell for as much? 

Mr. Bevan. Yes, sir. 

Commissioner Prouty. So you gain the difference between the difference in the 
market price? 

Mr. Bevan. You must make something or there is no use being in the elevator 
business. 

Commissioner Prouty. Is that the main thing in the elevator business, bringing 
up grades? 

m, Bevak. I think so. 

As another instance of mixing and conditioning, a certain car of 
wheat was bought ^^on-track" at Indianapolis (in 1918) for $2.07 per 
bushel. This wheat had been graded No. 3 because it was slightly 
smutty. The grain was run tlSough a cleaner, which removed the 
smut, and was then mixed with a high grade No. 2. It thus be- 
came part of a lot which was sold for about $2.17. The loss in weight 
from scouring did not seriously cut down the profit. 

Mixing may be performed either within the elevator or in the 
process of loading out. One elevator operator stated that under 
conditions prevalent several years ago in loading lake vessels he 
frequently added several thousand dollars to the profit on a cargo 
by s killf ul manipulation of the various streams turned into tne 
loading spouts. At one time in Chicago it was customary for ship- 
pers loading a vessel to gradually increase the mixture of low-grade 
frain until the stream would scarcely make the grade specified, 
requently they were stopped by the inspector and required to 
run the entire cargo over again. There was a continuous effort 
to keep the quaUty of the shipment down to the lowest level allow- 
able, i. e., to skin the grade. 

Results of mixing wheat by private elevators. — With a 
view to ascertaining the results of mixing operations by terminal 
elevators data were obtained from certain elevators at Kansas City, 
Chicago, MinneapoUs, and Duluth. Such data were obtainable 
from certain houses for a five-year period (1912-13 to 1916-17), 
from others for only four of these years, and from others for only 
three years.' 

ChicoffO. — ^The Chicago terminal elevator companies— especially 
those operating pjubUc warehouses — ^have regularly mixed the re- 
ceipts at their private plants for the purpose of turning out con- 
tract grain, i. e., grain deliverable on future contracts. An ex- 
perienced trader and of&cer of the board of trade has estimated that 
over a period of 10 years (prior to 1918) fully 90 per cent of the 
stocks in the public warehouses were ''manufactured" in this way. 
The extraordinarily favorable mixing results obtained in 1913-14 
by one large operator appear in the following summary. Since figures 
by grades could not be obtained for all stocks in the elevator the 

' Figures were secured in Minneapolis from the State railroad and warehouse commission, giving the 
"ins'' and " oats" of wheat by grades for the public warehouses in Minneapolis, some 30 in number. (In 
1912-13 there were 30 public elevators in Minneapolis: in 1913-14, 28; 1914-15,31; 1915-16,30; in 1916-17, 25. 
In this last year Is included the Equity Elevator in St. Paul.) 

In Duluth similar figures were taken from the books of two terminal elevator companies (Globe and 
Consolidated). These data were for wheat of all grades for the five crop years 1912-13 to 1916-17, inclusive. 

In Chicago the figures used wotc secured by agents of the Bureau of Markets. Data were obtained for 
wheat from J. RosenbEuim's Irondale A for four crop years, and from Armour's Santa Fe and Bartlett- 
Frazier or the Central Elevator Co. operating the NanoneU and Calumet A, B. and C, for three years. Fig- 
ures on com were obtained for the four crop years be^ning 1913-14 from J. Kosenbaum and for one house 
of Bartlett-Frazier. Com figures trom Armour's Santa Fe were for the three years beginning 1914^15. 

In TTftusftg City, data on the mixing of wheat were obtained from five terminal elevator comnanies oporat- 
iog six houses— vix. the Muirsy, Wabash, Kansas City Southern, Kansas-Missouri, the Milwaukee, and 
Gmcaco Great Westem. 
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opening and closing inventories are disregarded in the computa- 
tions for Chicago.* 

Results of mixing operations in wheat at a Chicago elevator y 191S-14' 





Bushels.^ 


Percentages. 




In. 


Out. 


In. 


Out. 


Winter wheat: 

No. 1 


8,881 

1,294,067 

606,450 

29,168 

15,722 


"2*604*669' 


0.5 
66.2 
31.0 

L5 

.8 




No. 2 


100.0 


No. 3 




No. 4 ; 






Lower 


139 








Total 


1,954,288 


2,004,748 


100.0 


100.0 






Spring wheat: 


166,530 
73,935 
46,835 
10,663 
80,442 


350,887 
914 


44.0 
19.5 
12.4 
2.8 
21.3 


99.5 


No. 2 


.2 


No. 3 




No. 4 






Lower ^ 


971 


.3 






Total 


378,405 


352,772 


100.0 


100.0 






Grand total -^ 


2,332,693 


2,357,520 













1 No figures for opening and closing inventories. 

it is clear that this operator bought wheat of all grades, both 
spring and winter, and was able to deliver out practically the entire 
stocfe as contract grades. 

The combined results of wheat-mixing operations at Chicago in 
six private elevators (Irondale A, Santa Fe, National, and Calumet A, 
B, and C) for the successive crop years 1914-15, 1915-16, and 1916-17, 
and for one of these six in 1913-14, appear in Appendix Tables 13-16. 
These figures show that the total mixing operations in wheat of these 
elevators resulted in an outturn of 93.6 per cent of No. 2 winter wheat, 
as compared with 42.6 received, and an outturn of 90 per cent No. 1 
spring wheat, as against 38.9 per cent taken in. 

Minneapolis, — ^A similar analysis was made of wheat-mixing results 
at the Minneapolis public elevators for five specified crop years and 
for the entire period (Appendix Tables 17-22). These figures indicate 
that mixing operations by the' Minneapolis elevators during this 
period were of comparatively less significance than at Chicago. 
Because of the predominant local nulling demand f of wheat in that 
market there is a large volume of selling oy terminal elevators to the 
nulls, often on type sample. In consequence, mixing is probably 
employed largely for the purpose of meeting milling requirements 
ana less for raismg the commercial grades and mixing to the bottom 
level of such grades. The shipping business in wheat at Minneapohs 
is small; and mixing operations of the sort last mentioned seem to be 
practiced more extensively in connection with the shipping business 
and are more characteristic of shipping markets. (Cf. Chap. I, 
sec. 2.) 

Dvluth. — Similar mixing data to the above were procured at Duluth 
from the books of two elevator companies and are set forth in Appendix 
Tables 23-28. 

< There is no reason to believe that the inclusion of inyentories would have altered to any marked extent 
the results shown. 
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The most conspicuous result of these operations over a five-year 
period at Duluth was the increase in the quantity of No. 1 nortnem 
spring wheat delivered on the outturn, as compared with decreases in 
the outturn of No. 2 and No. 3. Whereas 40 per cent of the receipts 
for the five-year period were No. 1 northern spring and 24 per cent 
were No. 2, the grain loaded out graded about 77 per cent No. 1 and 
10 per cent No. 2. 

Kansas City. — ^The records of receipts taxd shipments by five ele- 
vator companies at Kansas City (operating six elevators) furnished 
data for four crop years. (Appendix Tables 29-33.) 

It will be noted from the figures in this analysis that although 
many varieties of wheat were handled through these houses there was 
a marked effort to turn out No. 2 hard and No. 2 red, presumably 
because No. 2 hard is a contract grade and both No. 2 hard and 
No. 2 red are commonly handled in the export trade. The figures 
for the four-year period showed about 49 per cent No. 2 hard in the 
outturn, as against 32 per cent of that grade received. There was a 
decrease of over 50 per cent in the quantity of No. 4 hard delivered 
out, as against the quantity received. 

CoMPABisoN OF FOUB MARKETS. — ^From the data obtained it was 
possible to make a comparison of operations at the four markets on 
the basis of "contract grades"; i. e., No. 1 and No. 2 of certain 
varieties of wheat specified by rule on each exchange,^ and made 
deliverable on future contracts without discounts or premiums. The 
results in percentages appear in the following statement of "ins" and 
"outs": 

Elevator **in$** and** outs^* of all c<mtr act grades. 





Chicago. 


MinneapdUs. 


nuluth. 


Kansas City. 




In. 


Oat. 


In. 


Out. 


In. 


Out. 


In. 


Out. 


101<]Ui19 


Percent. 


Percent. 


Percent. 
47.2 
57.1 
21.7 
35.2 

n.2 


Percent. 
67.0 
0A.2 
22.1 
34.9 
12.5 


Percent. 
64.2 
07.2 
32.3 
32.3 
15.8 


Percent. 
91.4 
95.1 
72.7 
70.0 
45.8 


Percent. 


Percent. 


1913-14 


142.4 
02.9 
40.9 
30.0 


>93.4 
99.9 
94.0 
91.9 


08.4 

25.1 

4.0 

47.0 


79.7 


1914-15 


42.8 


1915-10 


10.3 


1910-17 


07.5 






Average 


45.7 


95.0 


84.5 


3&9 


40.4 


70.2 


30.1 


51.0 


4 years only 


45.7 


95.0 


81.4 


34.4 


80.9 


72.4 


30.1 


51.0 







1 One company only. 

From this statement it appears that in Minneapolis, which is 
largely a sample market, wheat mixing to secure contract grades (con- 
sidering the market as a whole) has not been extensive. In fact, it 
appears that for 1915-16 a lesser quantity of the two contract grades 
was shown on the outturn than was received during the year. The 
possible reasons for this have already been discussed. 

On the other hand, the elevators considered at Duluth, Kansas 
City, and particularly Chicago, have been able to deliver out a very 
mucn higher percentage of the upper.grade higher-priced wheat than 
they have received. At Duluth the outturn has frequently contained 

» See Vd. V, pp. 188-190. 
56076^—22 12 
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over twice as much contract grade wheat as was taken in during the 
crop year. The figiu*es tend to bear out certain all^ations made with 
reference to the ''manufacture" of contract grades at Chicago, since 
on the basis of all operations analyzed at that market, the ''outs" for 
contract grades (Nos. 1 and 2) averaged 95 per cent of the wheat 
handled as against "ins" of those grades amounting to only 46.7 per 
cent of the total. 

Mixing PRoirrs per bushel. — ^The general results of mixing oper- 
ations are fairly apparent from the comparisons of "ins" and ''outs" 
already shown. Because of the labor involved, it was considered 
inadvisable to compute profits per bushel in more than two markets. 
This was done with reference to the Minneapolis and Duluth figures 
on all grades of wheat. Three different methods were employed to 
obtain representative prices to apply to the increase of outimipments 
for a given grade of wheat.* iTofits for a particular grAOe were 
calculated by multiplying the average annual price of that grade by 
the overage (excess of 'out" over "in"). Losses were likewise 



• Prices were obtained in the following three ways: In the first, designated Method I, prices were arrived 
at for grades No. 1 hard, No. 1 nwthern, No. 2 northern, No. 3 northern. No. 1 durum, No. 2 durum, by 
taking the average of the mean daily prices for sudi grades as given out during the year by the closing 
quotations committee of the Minneapolis Chamber of Commerce. From the Daily Market Record, Min- 
neapolis, the average prices of No. 2 northern and all of the grades not quoted by the committee were 
obtained, summated. and ava«ged for two days in each month of the year and the price differential 
between each of the latter grades and the No. 2 northern figure computed. These differentials were then 
applied to the dosine quotations average price for No. 2 northern to get the average prices of the grades not 
quoted. All prices derived by this method are thus on the basis of closing quotations. 

In Method II prices were obtained for each grade by taking the weighted average of all prices quoted 
for such grades in the Daily Market Record on two days (when possible, the 10th and 20th) of eadi month 
during the year. 

Some exceptions to these methods may be noted. In 1913-14 receipts of No. 4 northern. No. 4 durum, 
no grade dunun and western, were small and scattered. Prices for these grades as given in Method II are 
therefore arrived at by taking the average of all prices quoted in the Daily Market Record for such grades 
at any time during the vear weighted by the number of cars at each price. To eet the price of each of these 
grades on the basis of tne closing quotations tor use in Method I, the differential in each case was arrived 
at by comparing the average price of which the method of computation has just been set forth with 
the average price of No. 2 northern computed in the same way for the days on whidi quotations of the 
grades in Question were available. These differentials were then applied to the closing quotations average 
price for No. 2 northern to get the price of the other grades in Method I. In 1916-17 there was a change 
from State to Federal grades during the year. The prices of these Federal grades were computed m 
Method I by taking the dosing quotations of Nos. 1, 2, 3, and 4 dark northern, northern spring, and red 
spring, and for Nos. 1, 2, and 3 aurum; to set the prices of the other Federal grades on the basis of the 
closing quotations the differentials were arnved at oy oompaiing the average of all prices quoted in the 
Daily Market Record fw such grades at any time during the month with the average pnces of No. 2 northern 
spring, computed in each case for the number of days (m which quotations of the ^rade in question were 
available, in every instance the prices were weighted by the number of cars. Price statistics in Method 
n were obtained for Federal graae by taking a weighted average of all prices quoted during the month 
fw which they held. The nex profits per bushel as determined by these two methods were strikingly 
similar, as will be shown presently. 

However, to test the results more thoroughly another method has been tried, which may be called 
Method III^ which was tried out in the three years 1913-14 to 1915-16. By this method the weighted aver- 
age price of all grades quoted in the Minneapolis Daily Market Record was taken for two dajrs a week, 
Wednesdays and Fridays, if possible. The spread on each day from the No. 1 northern price was deter- 
mined and an average of these differentials made for the year. A yearly price fw No. 1 ncK'them was 
determined by averaging the daily prices and the prices of the other grades determined by adding or de- 
ducting the average yearly spread from the No. 1 northern price. In this way relatively heavier receipts 
dther at the bejrinning or end of the year for a grade not continuously quoted was given no wdght in the 
calculations. The results by this, method show a striking correspondence to those obtained in the two 
outlined above. 

Prices were computed for Duluth by Methods I and n only. 

The per bushel profits on mixing wheat in Minneapolis and Duluth were thus found to be— 



Year. 



1912-13 
1913-14 
1914-16 
191&-16 
1916-17 



Minneapolis. 



Method 
I 



Oadt, 
1.04 
.26 
1.35 

.87 
3.38 



Method 

n 



OenU. 

LOO 
.27 

1.34 
.89 

3.36 



Method 
lU 



Omtt. 



.23 
L30 

.78 



Duluth. 



Method 
I 



L55 

.n 

2.47 
3.30 
4.00 



Method 

n 



Centa. 
L33 
.64 
2.31 
2.30 
4.31 
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determined by multiplying such a price bv the shortage for that 
grade. The per busnel profit was derivea by dividing the total 
profit by the outs " or shipments. The detail for the various com- 
putations, as worked out for the Minneapolis elevators by diifferent 
methods, appears in Appendix Tables 34-36. Averaging the residts 
shown by Methods I and II of computing prices (footnote 6), the 
following were the per bushel mixing profite of the elevators at Min- 
neapolis and Dulutn which were studied (footnote 3). 

Elevator profits due to mixing operations in wheat {all grades), 

[Gents per bushel.] 



Year. 

1 


Minn^ 
apolis. 


Duluth. 


1912-13 


» 


1.0 
.3 

3.4 


1.4 


1913-14 


.7 


1914-15 


2.4 


1915-16 


2.8 


1916-17 


4.5 







Assuming an average yearly per bushel profit of 2 cents oh an 
elevator of 1,000.000 bushels capacity, valued at $1,000,000, handling 
2,000,000 bushels of wheat, the gross yearly return from mixing 
alone would amount to $40,000, which would show a return of 4 per 
cent on the plant investment. This demonstration of the potential 
profits obtainable from mixing different g^rades of wheat conforms 
with the statements made to the commission's agents that millions 
of bushels of wheat are handled by shipping elevators each year 
merely for the mixing profits. 

It was stated by a Minneapolis elevator man, however, that miYing 

{profits are not as great as might appear, ''since competition for grain 
or mixmg purposes forces buying prices up, while the miUers^ dis- 
counts against mixed grain force the sellingprices down.'/ 

Mixing to make ''contract'' corn. — With reference to opera- 
tions in com, figures were obtained from three Chicago private 
elevators for three successive crop years. The results appear in the 
following statement: 

Results of mixing operations in com by three Chicago elevator companies for the three 

crop years 1914^15 to 1916^17. 



Year and grade. 



1914-15: 
No. 2.. 
No. 3.. 
No. 4.. 
Lower. 

Total 

1916-16: 
No. 2.. 
No. 3.. 
No. 4.. 
Lower. 

Total 



Bushels. 



In. 



6,867,582 

8,134,005 

2,209,551 

649,281 



17,860,419 



4,512,418 
1,766,926 
1,697,642 
1,680,363 



9,657,349 



Out. 



8,485,407 

9,240,905 

73,823 

113,228 



17,913,363 



7,965,865 

1,258,978 

331,976 

309,407 



9,866,226 



Percentages. 



In. 



3&5 

45.5 

12.4 

3.6 



loao 



46.7 
18.3 
17.6 
17.4 



loae 



Out. 



47.4 

5L6 

4.4 

.6 



100.0 



8a7 

12.8 

3.4 

3.1 



loao 
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Results of mixing operations in corn by three CMcago elevator companies for (he three 

crop years 191 4-1 S to 1916-17 — Continued. 



Year and grade. 



No.2 

No.3 

No.4 

Lower 

Total 

1914-15 to 191^17: 

No.2 

No.3 

No.4 

Lower 

Total 



Bushels. 



In. 



3,992,733 

3,023,691 

1,142,783 

365,940 



8,525,147 



18,190,240 

17,829,213 

7,497,664 

2,766,308 



46,283,425 



Out. 



5,548,443 

2,789,943 

68,529 

129,741 



8,536,456 



28,875,005 

16,561,871 

482,003 

553,443 



46,472,412 



Percentages. 



In. 



46.8 

35.5 

13.4 

4.3 



100.0 



loao 



Out. 



65.0 

32.7 

.8 

L5 



100.0 



39.3 


62.1 


38.5 


35.7 


16.2 


LO 


6.0 


1.2 



loao 



These computations show that in each of the crop years considered 
the three companies as a whole turned out a considerably larger pro- 
portion of No. 2 than they had received (disregarding inventories) 
and that on the average for the four years the outturn of No. 2 
showed 62 per cent as compared with 39 per cent received. 

EcoNOMio ASPECTS OF MIXING. — It appears that grain passing into 
a primary market under the present arrangements frfeouently takes 
one of two courses: (1) It is bought by a miller and aaapted to the 
requirements of his grind; or (2) it is bought by a terminal elevator 
company, cleaned, conditioned, and mixed with other lots so that 
the outturn iust meets the requirements of the higher grades with 

?racticaDy all premium attributes eliminated in the general mixture, 
'his latter course — the handling and mixing by a terminal elevator 
dealer — ^has provoked considerable criticism. It is alleged that the 
only services of economic value which the private elevator can per- 
form are (a) storage of excess supplies for subsequent distribution, 
(6) cleaning and conditioning to render the grain merchantable, and 
(c) direct transfer services to enable shippers to obtain weights and 
to effect transshipment from carrier to carrier. 

This position was taken by an elevator operator in Chicago, who 
made the foUowmg criticism of mixing, when interviewed: 

Q. Whatis your opinion on mixing? — ^A. The way I feel is that if the miUer or con- 
sumer wants to mix p*ain, let him do his own mixing. He can do this and make the 
profit from it as well as I can. Here are three or four cars grading No. 2 red wheat, 
and if I see a car of No. 4 red wheat I could readily mix the No. 4 with the other wheat 
and make it all come out No. 2, hut if I am doing business and am doing it straight I 
am not going to do this. 

Q. Do you thiiik that terminal elevator wheat will be discriniinated against in favor 
of country run wheat? — ^A. Every time. I buy lots of grain out in Kansas City and I 
insist that it be country run wheat, because I know all elevator wheat in Kansas City 
is mixed. 

It is also alleged — particularly of Chicago dealers — that the possi- 
biUty and practfce of ^'manufacturing" contract grades through*mix- 
ing and conditioning give the elevator dealers who operate "regular" 
warehouses an undue advantage in the futxu'es market and lead to 
manipulations in that market (see sec. 5). 
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As against these contentions, it has been asserted by elevator men in 
CShicagOy Minneapohs, Kansas City, and elsewhere that the practice 
of mixinff *' makes a market'' for low-grade grains and enables the 
producer to reahze higher prices for tfe lowlr grades owing to the 
competitive demand of elevator companies for such grain for mixing 
purposes. They insist that the expectation of raising the value of 
the grain leads elevator concerns m a competitive market to bid up 
the prices, i. e., lessen the discounts on the lower grades, and causes 
them to pay the producer a higher price for the lower grades than is 

fossible. where grain is concentrated and sold without such treatment, 
t is also contended that mixing is of direct benefit to the small miller, 
not equipped with mixing machinery, since it gives him an even run 
for his grind, 

An elevator man stated that to prohibit conditioning and mixing 
by terminal elevators would work a hardship upon both farmer and 
consumer. His view was substantially as follows: 

It would have this effect. It would cause the lower grades of wheat to sell on the 
farm much lower than they would if we were not permitted to raise the value. It 
would reduce the volume of millable wheat very materially. If you could not bring 
it in and dry it the farmer would^ret very little for it on his farm. ^ Otherwise, if the 
terminal man is permitted to buy that wneat and clean it up, dry it and condition it, 
and mix it here, he will pay the farmer much more. 

But even assuming that mixing by terminal elevators operates to 
the benefit of the grower, it is alleged that it can be of little service to 
millers unless performed specifically to meet milling requirements. It 
was stated in Minneapolis that ' ' elevator grain " as agamst ' ^ the coun- 
try run" was always discounted by mill buyers unless the mixing had 
been performed by special arrangement. The millers stated that 
they were reluctant to buy '* elevator grain" because it was difficult 
to determine its milling qualities, and experience showed that it was 
often ill-adapted to milling blends. This criticism did not apply to 
certain elevator companies which were specializing in milling require- 
ments. 

An Illinois miller stated that he preferred the ''country run*' 
because then he could ''grade and mix it properly." A Milwaukee 
milling company reported that it preferred tne "country run" of 
grain because "the terminals doctor it and skin the grade. 

These objections to the terminal elevator "mix were generally 
expressed wherever millers were in position to obtain the virgin 
grain. 

Inasmuch as the mills can to best advantage do any mixing that 
will increase the millable supply and do actually mix, there is no rea- 
son to suppose that mixing by the elevator has the alleged effect of 
increasing the millable supply. It is entirely possible, however, that 
the competition of the terminal elevators for low-grade grain for 
mixing purposes does have some effect in increasing prices to pro- 
ducers for such grades. 

Section 3. Merchandising by terminal elevator companies. 

Introduotoey. — ^As already stated, the elevator companies are the 
largest dealers in gram m the primary markets. A considerable 
part of this trading is for local delivery m certain markets, although 
the elevator companies as a class are predominantly shippers. Tne 
following statement gives a fairly typical picture of tne merchandising 
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process where hedging is employed, although there are many varia- 
tions in methods among the dinerent marKets and individual con- 
cerns: 

We put out our card bids . For instance, we have acceptances overnight of a hundred 
thousand bushels of wheat and a hundred thousand bushels of com — I am speaking: 
now of prewar times. The market opens in the momine and we sell an option against 
that grain. Then that would protect us against loss and would also protect us against 
any undue profit. It is a fixed purchase and sale — cash bought and future sold. 
After that grain was shipped, within a day or two we sell a hundred thousand bushels 
of wheat for export and buy in our option. The cash wheat would be sold and the op- 
tion would be out of the way. In the case of the com we might be able to sell 
only 50,000 bushels for domestic purposes. Then we would be long 50,000 bushels of 
cash com and short 50,000 bushels of the future. If there was no other demand for it 
it would pay us to deliver that out on contracts. If the com failed to meet the require- 
ments of the grade we would clean it, dry it, put it in public elevators, and deliver it 
out to satisfy the requirements of the contracts we had out. 

The "cabrying charge'' theory. — ^Theoretically the object of 
most terminal elevator companies is to earn a ''carrying" or '* stor- 
age'' charge. The theory sometimes advanced is that the elevator 
companies acciimulate grain in anticipation of future demands and 
tend to equalize the distribution of the^rop to converters and con- 
sumers, and that the costs incident to carrying these surplus stocks 
after the crop has been moved from the farm (i. e., storage, insurance, 
interest, etc.) will be reflected in a gradual rise in the level of prices. 
This expected rise in prices toward spring frequently fails of actual 
realization because of the other factors besides the cost of carrying 
the grain which affect prices. 

But the grain carried by a large elevator is usually hedged in the 
futures market. Under such circumstances the elevator man mav 
cease to have any interest in whether the price change between fan 
and .spring is a decrease or an increase. Ii he is to carry the grain 
through the wmter, however, he is very much mterested in the rela- 
tion 01 the price (of the future) at which he hedges to the cash price. 
To illustrate, if he must earn 1 cent per bushel per month to meet 
storage costs, in order to carry grain from November to May (six 
months) , he must be able to sell me future (his hedge) in November 
at 6 cents over the cash price he pays for car lots to go to his elevator. 
From this point of view, winter storage is practicable or not according 
to whether the future shows an adequate premium late in the falL 
The elevator man may have other means of obtaining a profit from 
stored grain which will make him willing to hedge at a smaller pre- 
mium or take a smaller carrying charge. ^ The ''carrying charge" 
theory, as it would usually be imderstood in the grain trade, refers 
to the situation described in this paragraph. 

Selling for local delivery. — It has been shown that with fe-w 
exceptions private elevator companies at terminal points sell a larger 
volume of grain for shipment than for local delivery. The selling lor 
account of local wheat-flour millers at Minneapolis and to local com 
mills at Indianapolis are perhaps the most conspicuous examples of 
the absorption of elevator stocks in the local market. 

The transactions between elevator companies and local millers, as 
carried on in the MinneapoUs market, requu*e but brief description. 
The elevator companies buy largely on the exchange floor, and usually 
by sample. The sales to local millers are largely on the basis of type 
samples, submitted by the elevator or by the mill, as the case may be. 
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Sales are in round lots generally. The sale may be for immediate 
or for deferred delivery and there is no requirement that cash sales 
of this character be negotiated on the exchange floor. Delivery 
usually involves a switchmg operation from the elevator to the mill 
storage tanks. In the case of regular elevators located in futures 
markets some grain is delivered to mills on future contracts, although 
such deliveries usually comprise but a small part of the whole. 

In some instances, notably at Duluth, sales for local delivery are 
made to shipping companies who do not themselves operate elevators. 
For example, the Consolidated Elevator Co., which operates elevators 
at Duluth-Superior aggregating more than 10,000,000 bushels storage^ 
reported that it did little shipping on its own account, but sold to the 
local shipping companies, which in turn forwarded the grain, usually 
by lake, to eastern millers and dealers. Since the elevator company 
bought from local commission men, some of whom it financed, and 
sold to local shippers, its business was largely restricted to the local 
market.^ The general method followed was to acquire the country 
run of grain in large quantities, hedge it by equivalent sales of 
futures, raise its commercial value by nuxirig and conditioning, secure 
the screenings for sale to feed concerns, and carry the stocKs until 
favorable prices were offered by the shippers, or, when necessary, 
make delivery on the outstanding futures.' Statements made by 
officers of the company to agents of the commission indicate the 
manner of computing margins in this business, viz: 

I think I can safely say that we are always ready to sell the grain for what it costs 
us. We get our hanaUng charge out of it becatise we sell it in s&re, and the man that 
loads it out has to pay that 1^ cents and we get the mix, and we get the screenings for 
the cleaning, so we are always ready to sell the grain for what it costs us. * * * The 
man that we sell it to/ 1 think he sells it to Buffalo, I think his profit is around one- 
fourth cent. * * * A shipper will stand on the floor in a busy season and get one- 
fourth cent profit between us and the miller he sells it to, say. 

Shippinq OPEEATioNs OF TERMINAL ELEVATORS. — ^The terminal 
elevator companies are sometimes referred to as "concentrators 
and shippers by the trade. Thev operate at terminal points be- 
tween the areas of supply and tne consumptive territory in the 
United States and abroad. Grain applied on contracts may be from 
cars on track or in transit, although the elevator stocks generally 
furnish the basis for these shipping operations. 

Many of the larger compames issue daily card offers based on the 
closing cash quotations. Certain typical cards of this sort have been 
selected to illustrate the various pnases of the shipping business as 
conducted by^ terminal elevator companies. 

The following card was sent by a Kansas City elevator company 
after the close of the market on the date indicated to a milling 
concern at NashviUe, Tenn. : 

1 This conoem loaded out nearly 115,000,000 bushels of grain and flaxseed during the 5-year period 1912-13 
to 191ft-17j turning their capacity nearly two and one-hidf times annually. 

* Private elevators may be declared ^'regular" for delivery on future contracts under the rules of the 
Duluth Board of Trade. 



164 



TEBMrSTAL GRAIN MABKBTTNG. 



Form 20.— OFFER CARD ISSUED BT A KANSAS CITY ELEVATOR COMPANY. 

Simonds-Shields-Lonsdale Grain Co. 

. Kansas City, Mo», May 6, 19tl. 

On basis to-day ^s closing: prices ve quote our wheat as follows: Kansas C^ty weights 
and grades, prompt shipment: 



Our samples. 



70 per cent dark, 2 hard, sample B 

Kansas dark, 1 hard. 

Kansas dark, 2 hard 

1 hard wheat 

2hard wheat 

1 red wheat 

Sred wheat 



F.O.B. 
Kansas 

aty. 



SI. 55 
1.60 
L68 
1.54 
1.52 
1.65 
L63 



Delivered 
East St. 
Louis, HI. 



S1.64« 
1.60 
1.67 
1.631 
1.61 
L74 






Delivered 
Chicago 

or Minne- 
apolis 
rate. 



$1,674 
1.72 
L70 
1.66i 
1.64 
1.77 
1.74 



Delivered 
Philadel- 
phiarate. 



$1.87 
1.92 
1.90 
1.86 
1.84 
1.97 
1.94 



Wheat receipts to*day 134 cars. 

For prices delivered group 1 Texas, add 26} cents per bushel to f. o. b. Kansas 
City quotations. 

For prices delivered group 3 Texas, add 31 cents per bushel to f . o. b. Kansas City 
quotations. 

Crop complaints to-day were decidedly more numerous and was largely responsible 
for the advance. Exporters are not following the advance however and as the crop 
damage at the moment is not of a serious nature it is probable there has been enough 
advance for the present, still damage claims, true or false, carry an appeal and attract 
buying power which nearly always has effect. 

Terms: 'Demand draft, bill lading attached. 

- ■- ■ ■ ■ ■ — - I - 

It will be noted that these quotations are adjusted to four delivery 
bases. Rate differences make a difference in price of 9^ cents per 
bushel between Kansas City and East St. Louis, 12^ cents between 
Kansas City and Chicago or Minneapolis rate pointe, and 32 cents 
between Kansas Gty and Philadelphia. 

The first quotation is on a type-sample basis, the sample being 
guaranteed to contain 70 per cent of dark No. 2 hard wheat, offered 
at a discount of 3 cents under the regular Kansas dark No. 2 hard 
grade. 

The quotations were all for '^prompt" shipment, i. e., within 10 
days excluding the date of sale.' 

Sometimes these cards show prices of actual cash sales as of the 
day upon which the quotations are based. The following card from 
another Kansas City elevator company is an example in point, 
affording an immediate check upon the shipper's margin of profit : 



* Rules of the Grain Dealers National Association. 
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rorm 21.— OFFEB CABD ISSUED B¥ A KANSAS CITY ELEVATOR COMPANY, SAMPLE BASIS. 

INCLUDING CLOSING CASH PRICES. 

Moore-Seaver Grain Co. 
Kansas City, Mo., May 7, 1921. 

We offer you subject to our immediate wire confirmation, 1 to 5,000 bushels each of 
the following grades and samples bu^ grain, Kansas City weights and grades. 

[10 days' shipment.] 



Sample A No. 1 dark hard Kansas.. 
Sample A No. 2 dark hard Kansas. . 
Sample B No. 1 semidark Kansas... 
Sample B No. 2 semidark Kansas... 

Sample O No. 1 hard wheat 

Sample O No. 2 hard wheat 

SampleR No* Ired wheat 

Sample R No. 2red wheat 

No. 2 mixed wheat (80 per cent red) 
70 per cent dark, No. 2 hard 



F. O. B. 
Kansas 

aty. 



151 
149 
148 
146 
146 
144 
158 
155 
150 
147 



C. A. F. 

East 
St. Louis. 



160| 

158i 

157 

155 

155i 

153< 

167i 

164 

159 

156 



\j» A. Jr • 
Chicago 

or 
Minne- 
apolis. 



164 
162 
161 
159 
159 
157 
171 
168 
163 
160 



C. A. F. 

Group 1 

Texas. 



1774 

176 

174 

172i 

172i 

170 

184 

181< 

176i 



C. A. F. 

Phila- 
delphia 

rate. 



182 
181 
179i 
179 
177i 
19li 
18» 
183i 
180i 



Add 15icentsper bushel to KansasCity price for basis C. A. F. Memphis, Tenn. Add 26 cents per bushel 
to KansasCity price for basis C. A. F. Buffalo, N. Y. 

We solicit your orders to buy sample table wheat and assure you we will give same 
our personal attention. Our commission for buying and shipping is 1 per cent. 
Sales of cash wheat on the Kansas City Board of Trade to-day were as follows: 



1 dark hard 148 

2 dark hard 148, 152. 

3 dark hard 147 

Ihard 

2hardl43,146 

Shard 143 



Cars. 
1 
8 
3 

7 
3 



Ired.... 

2 red 

3 red 

1 mixed. 

2 mixed. 

3 mixed. 



Cars. 



Sales dark hard wheat 6 to 8 cents lower, hard 5 to 7 cents lower, soft wheat nomi- 
nally 5 cents lower. The demand for cash wheat to-day could be called dull. Only 
a few buyers in the market with a rather free carry over to-night. Better country 
acceptances on overnight bids was responsible for the lack of interest generally, most 
buyers holding off until Monday expecting a better run of wheat. 

Kindly let us have your inquiries. 

Moore-Seaver Grain Co. 

E. A O. E. 
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The following card was sent from Buffalo to millers in New York 
State offering grain for shipment from Kansas City and Chicago. It 
will be noted mat all sales are to be made on western market terms, 
i. e., the terms of the market from which shipment is made. 

form 22.— offer card issued bt a chicago terminal elevator company. 

Armour Grain Co., 
ISOO Chamber of Commerce, Buffalo , N. Fl, May 2, 1921. 

Subject to acceptance here by 9 a. m., above date, we offer as below (orders for over 
five cars subject to confirmation), cost and frei^t following rate points, seller pajrs 
Government tax on freight charges. E. and O. E. 

All sales subject dela3rs account strikes or embargoes. 

Buyer agrees to settle for overage or shortage at out limit selling price the date of 
loading provided can not secure cars as ordered. 

All sales subject to terms of market from which shipment is ^made; also subject 
demand draft B-L attached. 



nox cmcAQO. 

[10 da3rs.] 

Oats, unsulphured, 2,000-bushel cars: 

Sample 2, white, 32-34 4j 

Sample 3. white, 32-34 47j 

RegiDar 2, white 4f 

Regular 3, white 47| 

2 mixed 

Royal mixture, 32-34 41J 



Sulphured or unsulphured: 

38 sterlings, 40, \ cent; 42, 1 cent more 

36 knickers, 38, ) cent more 47| 

36 clippers, 38, i cent more.., 47 

32-34 winners, undipped 47j 



Sulphured only: 

36-38 Crown mixture 47J 

36-38 Capital mixtiu-e 47| 

36-38 Niagara mixture 47| 



FROM CmCAOO— ALL RAIL. 

[Com, 1,428 bushel cars.] 

3 yellow, 10 days 77| 

3 white, lOdays 77| 

3 mixed, 10 dasrs 

2 yellow— 2 white, 10 days TW 

48 Imperial barley, lOdays 811 

44 Liberty barley, lOdays 76| 

LAKE AND BAIL—yU BUTFALO. 

[Shipment within 10 da3rs aftor (n)ening of naviga- 
tion. Chicago inspection.] 

3 yellow com, c. i. f . BufFalo 

"Aland East" raUB, 

Albany 

Baltimore, Philadelphia, New York 

Boston , 

noil KANSAS crnr. 

[10 days.] 

Dark,2, hard winter 1' 

Semldark, 2, hard winter \i 

2 hard winter \i 

2 red winter 1< 

2M110... 162 

2whitekaffir 144 

2 Milo— kafflr mixed 156 



Prices above are Philadelphia rate. For other points add or deduct as below. 



For— 



Wheat 

Com, rye 

Barley 

Oats 

Feed per ton 



Deduct 
Bflo., 
Pitt'g. 


Deduct 
Roch. 


Deduct 
Bait. 


Ded't 
Utica. 


Deduct 
Albany. 


Add 
N.Y. 


4 
2.30 


P 

.70 


■ ■ 
.20 


1 
I 

.30 


+ .10 


■1 



Add 
Bost. 



I 



2 



Always mention price when ordering to avoid mistakes. 



Armour Grain Co. 
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The quotation aheet of the Taylor & Boumique Co, showD below 
illustrates in greater detail the scope of busmess and operating 
methods of a large merchandising elevator company: 



GRAIN DISTKIBimNG COMl 



Tatloe & BouBNKtCE Co., Grain Mbrchahts. 



'ttUAUTT I 

IT CoumBCE, BurriLO, N. Y. 
IMembeis al: Chicago Board ol Trade, Mlmumpdis Chamber of Commetce, 

— ice, Nbw York ProduDS Exchange, Boston Clumber o( Com. '' 

reCbamberalComiaetce,Phlltti)el|diiaC<HiDaeTclaI Exchange, 



Board of Tradi 
PLiBourscBuadlng; Baicimi 



..... iBufiv, CIUI1.1 City Board of Trade, DeeHcdnea 

IwBUkee, Wis. Eastem branches: New York Clly, N, Y., PiodDoe 

,UBsa.,ChamberoICammerce; Buflalo, N . Y., Chamber of Conunerce: Phliadalphla, 
— ■"- ' ). Md._, Chamber of Canmiarce.__ Western branches; Chicago, 111^ I^al 



8 Philtidelphia points on ordera received by 10.15 a. m. 



optioii, Milwaukee, Chicago. 

Hammond or Sdiamder weights and inspection 
as below, viz: 



e final. AU 
I. Shippeia' 
For other points add or deduct 





Deduct. 


*«,. 


For- 


aere- 

land. 


Bui- 


Syra- 

5SS. 

rater. 


Baltl- 


TJtlea. 


A. 


To- 


s 


Boa- 


SS: 


^. 




1 


2.30 


P 


.20 


.3 


+.10 


::*:: 




P 








2) 


i 

























Tueeday. Phone (L. D.) Seneca 6437 when in the market for grain. 
Chic^o Board of Trade using daylight saving time. Acceptances should reach us 
by 9.15 a. m. eaotern standard time. 

cm <10 dajE): 

7M c., 2, yallov eem. 

WUte, same as ydknr. 

Uixed Rediscount, 
■rley (5 cars, 10 davs): 

8(&e.,4SllIeedlng. 

THc.,«Sreedlng. 

771 c, 43| sulphured, "A" feed. 

7TJ c.,43| natural "B " feed. 
uUbjo offermes subject conflrmatlan: 

l§a c, 1, nuied durum wheat. 

lT2c.j2, mixed durum wheat. 

167 c, 3, mixed durum wheat. 

1730., 2, mlied winter wheat. 

170c., 3, white winter wheat. 

B5 0., snuin wheat . 

S5 c., N. D. Salvage wheat; 2 mixed com, 7 

2 yellow com, first half May shipment, Ml cents, QecrgtanBay. 

Split caiB, 1 cent per buahel mote each grade. AU sales subject to no penalty il 
delay account of car shortage, embargoes, or any conditions over which we have no 
conbul. 

We are in the market for two cars New York State, two white wheat. Have you 
any to off^? Also in the market for a couple care of buckwheat. 
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Following is the card issued by a corporation operating at Buffalo 
and shipping both on all-rail and ex-lake biUings, all shipments within 
three days: 

Form 24.— OFFER CARD ISSUED BY A BUFFALO MILL AND ELEVATOR COMPANY. 

Telephone Seneca 7460. BUFFALO, N. Y., May 7, 1921. 

We offer for acceptance, to reach us not later than 10.30 a. m. Eastern time next 
business day for shipment as shown below, printer's and manifest errors excepted. 
Including freight to various rate points as shown below. Official weight and inspec- 
tion certificates final. Sight draft payable on first presentation, or 7 per cent inter- 
est will be added to draft until paid. Orders for Penna. Ry. delivery on all rail 
subject to our confirmation. 

To avoid mistakes, always name price when ordering. 



AUraU. 



2 yellow com 
Eastern com. 
3yeUowcom 

1 white oats.. 

2 white oats.. 
Eastern oats. 

3 white oats. . 
36 white clips 



Shipment. 



3 days, 
3 days. 
3 days. 
3 days. 
3^ays. 
3 days. 
3 days. 
3 days. 



Roch. & 
Sy'cuse. 



76i 



Utica. 



771 



76i 
50 

48 
40! 



Bait. 



771 



Phila., 
Albany. 



7S} 



76 

50^ 

49 

48^ 

48 

50 



N.Y. 



791 



Boston. 



80f 



Ex. Lake grain offered below. 



3 days from Buffalo 

2 yellow com 

3 yellow corn 

2 white oats 

3 white oats , 

3 days from Buffalo 

2 yellow corn 

3 yellow com 

2 white oats 

3 white oats 

3 days from Buffalo 

2 yellow c(»*n 

3 yellow corn 

2 white oats 

3 white oats 



7i 



H 



701 
68 
45 
44 



9 

71 
69 
45| 
44} 



11 



121 

73 
71 



14 



14i 



47 
46^ 



16 

75 
73 
47§ 
47 



17 



17i 



48 
47i 



18 

76* 
7i 
48 
47 



19J 

77 
75 



20} 
49 



21i 



2H 



78| 
76 
49 
4» 



23i 

791 

771 

50 

49} 



24 



25 

80i 
78j 
50} 
50 



26} 

81 
79 
51 
50} 



28 



51} 
51 



At. and East Rates. 



Bait. Alby. Phil. N. Y. 

77 
75 



Bos. 



8M 
78| 
fiO 



If you do not know your local rate from Buffalo— ask us. Time by which accept- 
ances must reach us is ''Dayli^t saving '^ time. 

Eastern Grain, Mill & Elevator Corporation. 



Certain elevator companies specialize in selling to flour millers at 
distant points. For example, the Aylsworth Grain Co., of Kansas 
City, as operated in 1918, sold to millers located in Minnesota, Wis- 
consin, Illinois, .Texas, Califomia, and elsewhere. Ninetj-five per 
cent of their business was reported to be with this millmg trade. 
Frequently this class of business is carried on partly by means of 
type samples shipped to the millers, such samples being used some- 
times as tne basis of specific contracts and sometimes only as an indi- 
cation of the quality of the grain in stock. 
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In many instances the shipping business of elevator companies 
is combined with other supplementary functions, such as operating 
country elevators, handling on consignment, milling and manufactur- 
ing grain products, operating a future commission business, etc. 
The most conspicuous example of such an integrated organization is 
the Armour Grain Co., of Chicago,** although there are several other 
larjge corporations which operate elevators at more than one terminal 
point and combine cash and future commission businesses with their 
merchandising operations. 

Section 4. Mixing and conditioning for others by private elevator 
companies. 

Mixing and conc^tioning grain for account of others is obviously 
only a secondary or incidental source of profit to private elevators. 
A special examination of this matter was made at Duluth, where 
there are no public elevators and where the large terminal elevators 
constitute the strongest group in the market. The evidence ob- 
tained shows that the facilities for cleaning and conditioning grain 
at that point are almost exclusively utilized by the private-elevator 
operators in connection with their own merchandising. 

One manager stated, in substance, as follows: 

If a car is dirty, it will command a premium almost to cover the value of the screen- 
ing. ' We all get together at the beginning of each year and agree on rates. Not 
bemg public, we don't have to publish them. There is no binding force to these 
rates, and if a house were full, say, it would not need to do any cleanmg. Usually if 
a man wanted to pay insurance, and 2<t. per bu. for putting the grain in and out, we'd 
clean the grain for him if he let us have the screenings. If he wanted liie screenings 
we'd charge him l^. per bu. more, to cover the cleaning. These rates would always 
be by special arrangement, however, and it would" depend on how we felt about it, 
unless there were something valuable, like flax, to be cleaned out. 

Another manager alluded to the fact that the market was not 
adapted to a smaD-lot business, and stated that it was preferable that 
the grain be cleaned in the country. (Cf. Vol. I, Chap. VII, sec. 8.) 
His statement was, substantially, as follows: 

We are not built and equipped for handling grain in small lots for other people. 
We say "Do your cleaning in tne country." We have to turn out, for loading boats, 
maybe 400,000 bushels of grain a day, at busy times, and have this to clean lor our- 
selves. ^ If it has already gone through one cleaning— as is usual, since we try to run 
the grain through the cleaners as it comes in — we can clean and load out 36,000 bushels 
per nour, with all 24 machines running. The screenings from all the machines go in 
together, and then we reclean them, for wheat, at our leisure. * * * Except for 
this, there is little call here for cleaning. If I had my way I'd rather not have nigh- 
dockage cars. You can't get a fair sample from such a car. Oats, e.g., hangs back, 
while the wheat runs into the probe. Quick-running grain gets in first. On cars with 
higher than 6 per cent dockage, differences of 1 to 3 per cent will crop out. It means 
shortages at every turn. For example, this year we're short on spring wheat and over 
on durum, due partly to the fact that not so much of the durum wasoaty , and partly to 
the fact that we haa to clean the spring wheat so much harder to get it up to grade. 

The stuff cleaned out of the spring wheat it was easy to get rid of by putting it into 
sample grade durum, for export to Italy at a price fixed by the arbitrating committee. 
Sample grade is a mixture of spring and durum, and may be sample-grade spring or 
sample-grade durum, depending on whi«h preponderates. According to the trade, 
spring wheat in durum does not lower the flour-making quality of the latter, but 
durum wheat in spring does lower flour-making quality. Thats why we make it 
sample-grade durum. We've just mixed it this way since the war. 

10 This concern operates terminal elevators at eight points, aggregating nearly 26,000.000 bushels storage 
capacity, is engaged in both the cash and future cominissi(Hi busmess, operates country elevators, and manu- 
factures cereal products. 
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The managers of another concern expressed sunilar views. They 

Eointed out tnat with a 1,250,000-biishel house they frequently did a 
usiness amounting to 17,0()0,000 bushels annually, xhey stated 
that the value of water-front sites at Duluth and the short season 
made a relatively high operating cost so that they could not offer to 
clean for others at the rates prevailing in Minneapolis. They stated 
that if they should arrange to do cleaning — which they had not done 
for a long time — they would have to fix the charge after the operation. 
From an oflicer of another large elevator company was received a 
smnmary statement in the same vein: 

We don*t do any cleaning: for screenings for other people. That profit belongs to us, 
and we have to depend on it. If we could charge enough for cleaning we might do it, 
but the farmer would think himself being robbed. 

Section 5. Manipulation of future deliveries. 

Private elevator companies with houses that are ''regular" under 
exchange rules are often in position to influence the course of the 
futures market through their control of a large quantity of deliverable 

frain. A large elevator, or a group of elevators, may make heavy 
eliveries on the first day of a. delivery month with a view to such 
manipulation. By this maneuver, long buyers of futures who do not 
wish to bother with the cash grain will be impelled to sell hastily, thus 
depressing the ciurent-delivery future price relatively to the price for 
the next delivery of futures. The elevators will then be able to trans- 
fer their open hedges to the next delivery on the basis of a profitable 
spread between the two options, buying in the current option and 
selling the next option. Tney may also be able to buy back the cash 
grain at a sufficiently depressed price to give them a larger carrying 
charge. Similarly, if the elevators withhold delivery on a large block 
of open future sales until the end of the delivery month, smaller 
traders may become appreheilsive and start selling for fear of a re- 
action when delivery is made. A large elevator company is usually 
on the alert for opportunities to make profits by spreading between 
options, and is sometimes in position to make such opportunities. 
The elevators with large stocks of grain hedged and storage available 
for additional supplies have advantages over speculators not so 
equipped; and if such elevators operate together they may some- 
times control the local situation. 

Section 6. The business of shippers not operating elevators. 

The business of shipping on a commission basis is carried on to a 
small extent in the terminal markets generally. In most instances, 
however, the dealers who are classed as shippers take title to the 
grain and sell for their own accoimt. This class of traders includes a 
considerable number of the so-called independent shippers — concerns 
not operating elevators — in addition to the elevator companies whose 
business has already been discussed. The number of such firms ex- 
clusively engaged in shipping is almost negligible, since most of the 
dealers not operating elevators carry on a commission business in 
addition to their trading operations. 

However, the shipping function in the grain market at Duluth has 
been performed for the most part by concerns not operating eleva- 
tors. The elevator companies, instead of shipping direct to eastern 
millers and exporters, often sell to certain large local shipping concerns 
which specialize in moving the grain (mostly wheat and rye) down 



MERCHANDISING AND SHIPPING. 17i 

the Lakes. In some cases these concerns have exported directly from 
Duluth. 

The busmess of shippers at Chicago, Minneapolis, Kansas City, and 
other points closely resembles that at Duluth with the important ex- 
ception that the business in the former markets is handled largely by 
rail and to a greater extent in competition with elevator companies. 
The shipping Dusiness at Duluth is more closely comparable to the 
export business at ocean ports; there is little competition with local 
elevator companies and the business consists essentially of large-scale 
handling by water routes. 

At Minneapolis the shippers solicit and receive orders from con- 
sumers, exporters, and brokers farther east. The business is largely 
confined to the coarse grains, which are not consumed in the local 
market as extensively as wheat. Most of the orders are for over- 
night acceptance. 

Operations op a Minneapous shipper. — ^It has been noted that 
shipping is usuiJly combined with some other fimction of trade. The 
business of one of the Minneapolis houses is quite in point. In 
addition to the shipping business this concern sells on commission 
and operates a small line of coimtry elevators. The bulk of its ship- 
ments are to western points. Tnis business originates generally 
through branch offices of the company located in western cities or 
through brokers in cities on the Pacific coast. At times stocks of 
grain are carried in a local terminal elevator, but these are never 
large, usually less than 25,000 bushels. Most of the business is that 
of filling oraers as they come in. A deal may originate either in 
Minneapolis or at the purchaser's end. The Minneapolis ofiice some- 
times wires its branch ofiices and brokers to try and get orders for 
grain at a stated price. These agents then advise the trade in their 
localities, and try to book orders, and if successful they communicate 
the details to the head office. Some sales for shipment are to local 
dealers or through brokers. 

The bids are received at all hours of the day, some coming direct 
to the trading floor. Counter propositions are made when necessary, 
and when both parties are agreed as to all terms of the transaction 
it is closed and the filling of the order begins. All sales and pur- 
chases, it is stated, are usually hedged as qmckly as possible. 

To fill an order, the buyer for the company passes aoout the trading 
floor examining the samples there displayed. He makes and receives 
offers, and when he finds a seller with the desired ffl-ain at a price that 
is suitable to the purchaser the trade is made. The buyer notes on 
his trading card mat he has bought from the seller a car of ^ain 
at a stated price. The car number, initial, and the grade of grain is 
noted and dso the terms of delivery. A small sample of the grain 
is obtained from the sample pan. Tne buyer's card goes to the office 
and from it is prepared a confirmation of purchase which goes to 
the seller. A confirmation also goes to the purchaser when a trans- 
action is closed. 

A list of all cars purchased is sent to a private sampling company 
handling the firm's business. The sampling company provides sam- 
ples whereby to check those obtained by the State. If the samples do 
not agree, the car can be refused, although a settlement may be made 
between the seller and purchaser. If the samples agree, the car, 
upon arrival at the elevator specified by the buyer, is unloaded and 
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transferred into another car for shipment. The grade is checked 
again and inspection and weight certificates are secured. 

Upon procuring satisfactory grade and weight certificates the 
following documents are forwarded to the purdiaser, wherever he 
may be located : 

(1) An invoice setting forth the details of the transaction. 

(2) The biU of ladmg. 

(3) A duplicate of the weight certificate. 

(4) A dupUcate of the inspection certificate. 

(5) A draft for the amount of the invoice. 

When the bill of lading is delivered to the purchaser, the shipper's 
responsibility ceases. 

Out-of-town purchasers may have their purchases inspected by t he 
official inspector of the Minneapolis Chamber of Commerce. When 
grain has been bought on type sample, for example, the buyer sends a 
part of the sample to the official inspector, who examines the car or 
cars of grain to be shipped and rejects any grain not up to the sample 
which the buyer submitted. 

Operations of a Bufpalo shippbr. — ^A comparatively large 
shipper at Buffalo, as another example, is engaged in buying wheat 
in tne primary markets of the West and sellmg to mills in Buffalo 
and the East. In some years he has gone direct to Kansas City 
and bought southwestern wheat in large quantities in competition 
with the grain concerns at that point, routing these purchases to 
Chicago in round lots. At Chicago the grain is transferred to lake 
boats and shipped in cargo lots to Buffalo, where it is stored in the 
local elevators until disposed of. His lai^est selling territory in 
1918 was ^central New i ork and Pennsylvania, where he supphed 
local mills. Most of these small mills buy a carload at a time, as 
their storage capacity is limited. He estimated that he distributed 
at least 95 per cent of the wheat sold in Buffalo to milling points. 
His practice is to collect by sight draft with documents attacned as 
already described for other shippers. 

Section 7. Exporting.^^ 

General conditions. — Several of the large shipping companies 
operating terminal elevators at primary markets export grain direct 
from those points. This is readily accompUshed through me employ- 
ment of brokers and freight forwarders at the ocean ports, in case 
the exporting company has no branch office at the point of trans- 
shipment. The concerns operating strictly as exporters, however, are 
usually located at seaboard points.** These traders in most instances 
do not operate elevators but employ the facilities operated by the 
railroads and port authorities to handle grain accumulated for foreign 
account. 

Nearly every grain exporter bases his operations on foreign cable 
orders or acceptances issued with ovemightlimits, i. e., for acceptance 
prior to the next opening of the exchange at sender's market. Prior 
to I9I7 it was customary for exporters to send out overnight offers 
based upon their commitments m American cash and futures mar- 
kets. During the cessation of future trading in wheat export selling 
in the United States was largely based on orders in hand and aa 

11 Seo in general , Commission 's report on methods and operations of grain exporters. Most of the 
large exporters are members of the North American Qrain iTxport Assodatiom wnicta in 1021 comprised 
62 members. The secretary's office is in the New York Produce Exchange Building. 

IS See also Ch. I for discussion of export demand for specific grains. 
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effort was made by conservative operators to close out or cover their 
balances of cash grain purchases so as to carry no long accounts at 
the close of business each day. Since the armistice^ international 
trade has been too variable for general characterizations as to method. 
Several exporters have stated that when there is a hedging market 
they allow a marmi of 4 or 5 cents to cover costs and profit in 
moving the ^ain tnrough the port. One New York exporter stated 
(1918) that m making cable oners he had usually added 3} cents to 
New York track basis for a sale f . o. b. steamer. The items entering 
into this margin he listed as follows: 

Cents. 

Interest, 30 days 1 

Insurance shortages i 

Incidentals, New York Harbor J 

Transfer chai^ (elevating into steamer) 1 

Broker's commission on exchange J 

Freight broker and other incidentals t 

Total H 

Profit i 

Total 3} 

These margins are necessarily minimum figures, for when there is 
an active export demand the exporter expects to make larger profits 
on individual transactions. 

Typical operations. — As a specific example of more recent oper- 
ations, one concern on the Atlantic seabowtl started business on 
August 17, 1920, by purchasing in all 48,650 bushels of cash wheat, 
as follows : 



Kind and grade. 



No.2red 

No. 2 red, garlicky . . 
No. 2 red (to-arrive). 
No. 2hard. 



Purchases, cash 
wheat (deliver- 
ed Philadelphia). 



Price. 



TotaL 



t2.71 
2.50 
2.70 

12.674 



Bushels. 



1,200 

6,000 

1,350 

40,000 



48,550 



Sales, December 
futures. 



Price. 



$2.38 
2.38} 



Busheb. 



40,000 
5,000 



45,000 



1 Bon^t at 2.68 basis f. o. b. New York: deducted 0.6 cents to give the Philadelphia price. 

The lot of 40,000 bushels was bought from Omaha on an order to 
''ship within one week." This purchase was made on the basis of 
the Chicago December option and was thereupon hedged by a sale 
of 40,000 Chicago December. The balance was acquired from local 
receivers and on ''to-arrive'' bids to the country. A sale of 5,000 
December was also made to hedge these other ca^h purchases. On 
the same day it sold 24,000 bushels No. 2 hard winter wheat to the 
Italian ministry, leaving it long 24,550 bushels of cash wheat and 
short 45,000 of Chicago December at the close of the day's business. 
On the next day it accumulated 18,750 bushels of the cash, bought 
15,000 Chicago December, and sold 15,000 December, leaving it 
long 43,300 bushels of cash wheat and short 45,000 Chicago Decem- 
ber. Subsequent export sales were made in excess of supplies ac- 
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cumulated, so that from August 20 to September 1 its daily balances 
showed it short cash wheat and long in the Chicago December. 
After September 1 the export demana slackened in proportion to 
incoming supplies, and the balances were shifted to the long side in 
cash wheat and to the short side in the futures accounts. The 
daily balances for the remainder of that month and until September 
10 appear in the following statement: 



Date. 


Cash. 


I)6oeiiiber. 


March. 


Ixxng. 


Short. 


Long. 


Short. 


Long. 


Short. 


Aug. 20. 




124,000 

119,000 

77,000 

57,000 

33,000 

37,000 

137,000 

126,000 

104,000 

68,000 

43,000 


120,000 
115,000 
65,000 
55,000 
50,000 
36,000 
35,000 
35,000 
35,000 
35,000 
35,000 




. 




21 ' 








23 








24 ' 








25 1 








26 








27 




10,000 
10,000 
10,000 
10,000 
10,000 




28 






30 ' 






31 ' 






Bept.l 






2 


4,000 

74,000 

87,000 

120,000 


* 10,000 
60,000 
80,000 
125,000 
180,000 
185,000 




4 










7 










8 










9 1 


168.000 










10 ' 185.000 1 










1 









Exporters assert that competition has been more severe in their 
business than for almost any other type of grain shipping. Instances 
are reported of a single London firm receiving as many .as 100 
bids from American exporters at prices varying not more than seven- 
eighths of 1 cent. Prior to the war business with England was 
done largely on a c. i. f . basis, which compelled the exporter to assume 
responsibility for delivery of the grain in good condition at the 
European port and to assume the risk that the importer was solvent 
and reliable. In recent years there has been a tendency to export 
f. o. b. American port to a greater extent. The contract arrange- 
ment depends, however, upon the nature of the foreign demand and 
the tonnage facilities available to the parties concerned. The war 
conditions, resulting in purchase by Government commissions and 
increased risks of transportation, together with the lack of a hedging 
market in the case of wheat, disturbed all normal relationships in 
the export business and are alleged to have increased the handling 
margins involved.*^ 

CusTOMABY COSTS. — ^The following charges may be included in the 
costs of export handling, exclusive of profits : 

(1) Interest on the grain in transit; that is, from the time of 
acceptance of the sight draft sent from the West to the time of 
receiving the ocean bul of lading. 

(2) Inspection and weighing lees. 

(3) Elevation, including free storage of 10 to 20 days, according 
to the rules of the port. 

(4) Conditioning, by special order, when such is necessary. 

(5) Storage, if grain remains in the export elevator more than the 
specified '*free time.'' 

" Prior to the cr<^ of 1920-21. 
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(6) Insurance on the grain while in elevator storage and, in the 
case of c. i. f . sales, while on the steamer. 

(7) Brokerage, in case a broker is employed to purchase or to 
"fob" the gram. 

(8) Demurrage on the steamer in case grain is not loaded on time. 

(9) Ocean freight, when the sale is on a c. i. f . basis. 

Export cai^oes are financed as readily as domestic shipments. 
Foreign exchange is sold to banks at the ports, and sight drafts of 
sometmies 30, sometimes 60 days, with bill of lading and other 
documents, are accepted by the banks for collection against the sale. 
The Canadian and United States of America grain contract of 1914 
provides as follows: * 

Payment by cash in London in exchange for shinping documents on or before the 
arrival of the vessel, less discoiint at the rate of one-naif of 1 per cent per annum above 
the advertised rate of interest for short deposits allowed by the leading joint-stock 
banks in London, for the unexpired time of 7 days from the arrival of bill or bills of 
lading in London for all ports north of and including Baltimore, 14 days for Vii^ginian 
ports, and 30 days for all other ports south of Chesapeake Bay, or at seller's option, 
by buyer's acceptance of shipper's or seller's drafts, domiciled in London "with docu- 
ments attached as usual at 7 days from date of arrival of bill or bills of lading in London 
for all ports north of and including Baltimore, 14 days for Virginian ports and 30 days 
for all other portssouth ol GheeapcAke Bay. Payment in no case later than the prompt. 



Chapter VI. 
OPERATIONS OF CASH GRAIN BROKERS. 

Section 1. General fnnctions. 

The business of the cash grain broker is to bring together buyer and 
seller.^ He dc^s not handle the commodity on his own account and 
assmnes no risks for shipment, storage, defivery, or payment for the 
^ain. The broker is pnmarily concerned with gettmg a brokerage 
frona buyer or seller (occasionally from both) for bringmg about the 
transaction.^ The bona fide broKer is a middleman specialist acting 
as ag;ent in individual transactions and disclosing the name of his 

Srincipal whenever he arranges a trade.* His volume of business 
epends upon a strategic location, an organized service, or extensive 
Kersonal connections often acquired in other branches of the grain 
usiness. The cash broker frequently assists in clearing commit- 
ments in the futures market as between buyer and seller; he often 
buys a hedge for his principal and may later close out the hedge upon 
agreement with the second party; but these operations are supple- 
mental to the immediate casn trade. 

Brokerage frequently means a method of handling rather than a 
distinct business. Although many firms incidentally operate on a 
brokerage basis there are but few firms in the primary markets who 
operate solely as brokers in the strict sense of the term. 

The broker is distinguished from the commission man chiefly in 
point of risk and responsibility for the movement of grain. The 
commission man assumes risks of shipment, delivery, and payment 
which are not assumed by the broker. The commission man fre- 
quently allows a country snipper to draw on him for a large percentage 
of the value of the grain which has been shipped or consigned. He 
runs the risks which attach to this procedure, such as overdrafts, or 
possible dishonesty on the part of the shipper. And he frequently 
assumes the risk of nonpayment by the purchaser after the sale has 
been made. The broker nas none of these hazards. He is merely 
an agent, handling no funds in his own name and taking no responsi- 
bility for charges due on the transaction. His fee is usually not over 
one-iourth cent per bushel. 

In the larger central markets the strictly brokerage business is very 
limited. Brokering is a minor and almost incidental part of the 
business done at Minneapolis, for example, and the number of strictly 
cash brokers in Chicago would embrace only a comparatively few 
specialists. In fact, several of the larger exchanges forbid members 
to act as brokers except between menioers in the local market.* 

» See definition. Vol. II, Appendix, p. 329. 
« See Vol. II, p. 241, footnotes. 

• Heis liable only until his principal is disclosed. "♦ * ♦ It is well knownin the grain trade that a 
broker is alimited agent, and is not authorized to bind his principal beyond the things that come in the 
course of his business. When he has brought the minds of two principals together on a grade and confir- 
mations have passed, his authority ceases to bind his principal , without special authority from his princi- 
Sal.'' (Consolidated Grocery Co. v. The Gillette Grain Co., Arbitration Decisions of the Grain Dealers' 
fational Association, Vol. I, p. 164.) 

<seeVoi.n,p.aa. 
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w 

Concerns operating strictly as brokers are found most frequently in 
the smaller markets or at points where there is no active exchange. 
Two Indianapolis concerns reported that they seldom sold any grain 
for shipment except through orokers. 

The larger primary market dealers often operate through brokers 
in consimmtive territory where they have no branch offices. Selling 
to local distributors in the Southeast, for example, is frequently 
effected through brokers in- that area. The smaller millers and manu- 
facturers of grain products often depend upon brokers to negotiate 
their purchases. 

Section 2. Typical operations of brokers on exchange. 

The operations of a broker on the Chicago Board of Trade who has 
specialized in ^ ' to-arrive' ' business will illustrate the brokerage business 
at that market. This broker takes orders froin members and sells 
only to members. For such a service he receives $1 a car. His 
method of operation is as follows: A commission firm turns over to 
the broker an order received from a country elevator to sell grain for 
deferred shipment within a specified period. This order is generally 
at a flat price. The broker watches, the bids posted on the board for 
''to-arrive" grain. These bids are generally based on an option ; that is, 
a bid xnay be 4 cents above May; if May oats is selling at 81 cents and 
the order in hand is to sell on a 30-day shipment 3 white oats at 85 
cents, he will wait until the bids as posted just cover the price at 
which he is instructed to sell. Then he will offer the oats to the 
elevator company making such a "to-arrive** bid, giving up the 
name of the commission house for which he is acting. 

The tjrpical operations of a Chicago cash-grain broKcr m arranging 
a trade for shipment out of the market are as follows: (1) A loc^ 
concern, having a surplus, requests the broker to see what he can 
get for a given quantity of a given grade of grain; (2) the broker 
notifies one or more eastern orokers and asks for bids; (3) bids 
come in from the East; (4) the broker goes to the trading floor and 
secures prices from his prmcipal on the qualitv of grain desired, adds 
insurance, freight, and other charges and suomite an offer to the 
eastern broker; (5) as soon as the broker has named a price which 
meets the approval of an eastern bidder he is notified oy the lat- 
ter to close the trade; (6) the broker then collects his commission 
from his original correspondent and his interest in the sale is ended. 
Sometimes tne Chicago principal may instruct the broker to offer a 
given grade and quantity of grain in the first place, and the pro- 
cedure outlined is of course reversed when the eastern broker wires 
in bidding for grain or asking for offers. 

A certain St. Louis broker acts chiefly as a selling agent for 
line companies but bi^ys mainly for mills. The steps m a typical 
transaction as conducted by him are as follows : Offers and 
bids come in by wire or telephone both from country shippers 
and from prospective purchasers. A line company may adVise 
that it has a certain quantity of grain of a given ^ade to 
sell at a certain price. Immediately upon receiving this informa- 
tion he notifies purchasers whom he Imows to be in the market. 
Having found a purchaser under the proposed conditions, he at once 
notifies the line company, giving the name of the firm who will buy. 
The next step is to send a confirmation to both purchaser and seller 
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designating ^the quantity and grade of grain that has been sold and 
the price agreed to. Both purchaser and seller are requested to sign 
the duplicate of this memorandum and to return it to hun as evidence 
of acceptance, though failure to return the duplicate within a reason- 
able time is understood as an acceptance of the contract. Tiiis con- 
cludes his services in the transaction. In case a trade is instituted 
by a buyer rather than a seller he notifies coimtry dealers and the 
procedure is simplj reversed. He relies for market price guidance 
chiefly upon the private wire information distributed by lai^e Chicago 
operators. They furnish this service free — apparently for the purpose 
of securing his patronise. 

Section 8« Brokers operating withont exchange privileges. 

Exchange privileges are not sought by certain brokers, sometimes 
because their business is too small to warrant investing in a member- 
ship, or because of restrictions in the exchange rules,* or because they 
are located at small secondary markets where there is no highly 
organized exchange. Such brokers may hold out to customers the 
^'advantage of eliminating middlemen's charges" in the terminal 
market. The fact that Minneapolis millers sometimes deal through 
brokers to avoid "stiffening up the market" shows that the inde- 
pendent cash-grain broker has a recognized place. 

A few instances are reported of brokers operating successfully even 
at primary market points without being members of the local ex- 
changes. One such firm in particular was observed at Kansas City. 
This operator has built up a considerable brokerage business over a 
period of 25 years without being a member of any ^ain exchange, 
although his office is in the Kansas City Board of Trade Building. 
He obtams gram from line elevator companies and terminal market 
shippers who sell grain in large quantities, and buys for ex5)orters, 
millers, and other consumptive buyers, especially manufacturers of 
oats and com products. He also buys ana sells for grain dealers at 
other markets such as St. Louis, Fort Worth, and Wichita FaUs, Tex. 
He keeps in touch with his customers througn a general market letter 
mailed daily or weeldy, according to the activity of the market, and 
also by means of the telephone and telegraph. 

The typical steps by which this broker's transactions are effected 
are as follows : He receives a telegram from an exporter or consumer 
of grain askmg for a price for a certain kind and grade of grain delivered 
at a certain point, or sold on Kansas City basis. He immediately pro- 
ceeds to communicate, by wire, with the line elevator companies in 
Kansas or Nebraska or iflissouri, and perhaps to telephone the ter- 
minal elevator companies and other grain dealers in, Kansas City, 
from all of whom he requests quotations at which they are willing to 
sell the kind and grade of gram which is in demand by prospective 
purchaser. The best price is then wired to the prospective purchaser, 
who orders the broker by wire to purchase grain at the given price, 
if it is satisfactory to him. If the prospective purchaser accepts the 
offer, he immediately confirms the transaction by writing, wiring, or 
telephoning directly to the prospective seller that his offer has been 
accepted. In other instances the prospective buyer advises the 
broker to buy a certain number of cars of a given kind and grade of 
grain at a certain price. He immediately tries to fill the order by 

»SeeVol.II, p. 241. 
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communicating with the sellers of grain; if he is able to obtain the 
grain at the quoted price he advises the purchaser that a contract has 
been made. 

Section 4. Brokers' bids and offers. 

As an example of the buying operations of a broker, the following 
bid card was issued by a broker at Lincoln, 111., for grain to be shipped 
to the terminal points indicated: 

Form 25.— CARD Bm ISSUED BY A CASH GRAIN BROKER. 



CORN BELT BROKERAGE CO. 

Lincoln^ III,, Monday, April 18, 1921, 



Tot acceptance to reach us before 9.30 a. m., above 
date, we bid you until filled E. & O. E. 



NEW ORLEANS (F. O. B. 36 RATE). 

1 H 1 R 1 Mx W. W.— 5 day— 1,30 
1 H 1 R 1 Mx W. W.— 10 day— 1.29 

ST. LOUIS (F. O. B. 12.6 RATE). 

1 H 1 R Wheat 10 day— 1.22i 
3 White Com— 30 day— . 48J 
3 Yellow Com— 30 day— . 47 

3 Mixed Com— 90 day— . 45) 

4 Grades Com 2c IHscount 

2 White Oats— 30 day— . 34 

3 White Oats— 30 day— . 334 

NEW WHEAT (P. O. B. NET YOUR STATION). 

1 R 1 H wheat— July 15—1. 02 
1 R 1 H wheat— July 31—1. 00 

1 R 1 H wheat— Aug. 15— . 98 

CAIRO TERMS (F. O. B. 10 RATE). 

3 White Oats— 5 day— 34 J 

CHICAGO TERMS (F. O. B. 12.5 I.P RATE). 

2 Y 2 M Com 30 day— . 50J 

3 W 3 Y Com 30 day— . 47f 

4 W 4 Y Com 30 day— .44i 
2 White Oats 30 day— . 33 J 

2 R 2 H wheat July 20— .99i 

PEORIA (F. O. B. 12 I.P. RATE). 

2 R 2 H Wh Augrust- 97 

4 Y 4 W Com iSy 15—45 
New 3 W Oats August— 31i 



LOUISyiLI.E (F. O. B. 19.6 RATE). 



3 White Oats 10 day— 33} 
Telephones No. 909 and 771. 
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As an example of a broker's operations on the selling end the fol- 
lowing offer card was issued by a Pittsburgh broker and grain com- 
pany representing Minneapolis shippers: 

Worm 2«.— OFFER CARD ISSUED BY A BROKERAGE CONCERN AT PITTSBURGH. 



We offe*^ for the account of Gr^;ory, Jennison & Co., MinneapoliB, for prompt 
SHIPMENT from Minneapolis, basis Minneapolis terms, demand draft. Column 
marked *'X'' shows cost and freight paid your station, subject confirmation. 

ALL MINNEAPOLIS WHEAT ALLOWS DOCKAGE FREE. 
ACCEPTANCES MAT BE WIRED TO ORBOORY, JENNISON A CO., MINNEAPOLIS. 

C Choice. 

H Dark #1 Nor. Spg 1.80 1.82-3/4 1.83-1/2 1.86-1/2 1.87-1/4 

Dark #2 Nor. Spg 1.75 1.77-3/4 1.78-1/2 1.81-1/2 1.82-1/4 

1 Dark #3 Nor. Spg. 1.61 1.63-3/4 1.64-1/2 1.67-1/2 1.68-1/4 

C Extra Fancy #1 Dark Northern Spring — 10^ over Choice No. 1 Dark. 

£ Minneapolis May Closed 1.30-3/4. Premiums Unchanqed. 

* * * * « ' « « 

For acceptance at Pittsburgh we quote, subject confirmation Canadian Dark 
mi Northern, immediate shipping instructions: 

1.82-3/4 f. o. b. Toledo rate. 1.97-1/4 dePd Baltimore rate. 

1.94 del'd Pittsburgh rate. 1.98 del'd Philadelphia rate. 

Mat 7, 1921. 

Harper Grain Compant, 

Pittsburghy Penna, 



The following is a specimen of a card issued by a broker operating 
on the buying side for account of exporters: 

Form 27.— OFFER CARD ISSUED BY AN EXPORT AND DOMESTIC BROKER AT ST. LOU18. 



BusHFiELD Grain Co., 

Export and Domestic Brokkim. 

Phone: OUve 2142. 8t. Louit, Ma$ $1, IHt. 

For acceptance to reach us 15 minutes before market opens next 
business day, we bid you as follows: 




Basis 
delivered 
New Or- 
leans, La., 
for export. 


Basis 

delivered 

Baltimore, 

Md., for 

export. 


Basis 

delivered 

New York, 

N. Y., for 

export. 


Time of 
shipment. 


1 red wheat 

Do 


176^ 
17Sk 
174 






5 
10 
15 






Do 






Do 






1 hard wheat.... 
Do 


176i 
176 






5 
10 
15 






Do 






Do 






2 rye 










2 white com 










2 yellow com.... 










2 mixed com. . . . 




















All export contracts subject to terms governing at destination, 
unlt^ otherwise agreed. Lower grades of wheat apply at old 
Goyemment scale of discounts. Seller pays one-fourth brokerage. 
Our bids are for account of reliable exporters. 
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Section 5. The seaboard brokers. 

The eastern seaboard brokers operate between the great shipping 
and selhng markets of the productive areas and the consumptive and 
export trade of the East. Their business differs from that of the 
inland operators in volume, in more elaborate selling organization, 
and in technical imderstanding of transportation and transshipment 
matters. The export broker, or forwarder, for example, must be able 
to figure on (1) freight rates and available tonnage, (2) ocean insur- 
ance, (3) foreim exchange rates, (4) the time difference between 
American and £iu*opean markets, as well as (5) price relations based 
on the futures markets and quoted in foreign money. He must be 
prepared to exchange inland for ocean documents on sales f . o. b. 
or c. i. f . The latter practice reauires business connections with 
steamship lines or freight brokers ana forwarding agents. Frequently, 
also, the export broker represents a banking house and handles the sale 
of foreign exchange for exporters for whom he acts. 

The seaboard broker handles transactions for all manner of shippers 
in primary and secondary markets, as well as for European buyers. 
The large elevator companies at western primary markets frequently 
sell to consumers and for export through brokers at the ocean ports be- 
cause of the convenience of dealing through men familiar with eastern 
trade and export demand. The following is a form of confirmation 
used by a seaboard cash grain broker: 

Form 2S^— GONFntMATION BLANK USED BY A CASH GBAIN BBOKEB ON THE SEABOABD 



Baltimore, 

Sold for account of M 

ToM 



Grade ' 

inspect ion, at 

( ) cents per bushel of pounds 

Cost , and freight 



Shipment 



Pa3nnent by seller's draft at sight, on the buyers, with documents attached as customary. 
Broker's liability waived upon production of satisfactory principal. 



Broker, 



Since the eastern exchanges allow members to handle grain for 
nonmembers on a brokerage basis the seaboard broker has a latitude 
not always enjoyed by such an operator on certain primary market 
exchanges.' Furthermore, although they do not take title to the 



• See rules dted in Vol. II, Chap. V, sec. 11. 
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grain, the export brokers, selling on the f . o. b. or c. i. f . basis, perform 
a greater number of services than is usually true of the interior broker. 
Such a broker is, nevertheless, distinguished from a commission man 
or shipper as appears in the following extracts from the rules of the 
Baltimore Chamoer of Commerce:^ 

Sec. 3. Brokers or agents who perform any of the following services for peraons not 
members of the Baltimore Chamber of Commerce, or for members thereof not residing 
in Baltimore, viz. : Shipping grain for export, receiving and ^pping grain for export, 
exchanging inland for ocean documents and/or engaging ocean frei^ts, shall m&ke a 
minimum charge of one-quarter ^1/4) cent per bushel, and shall also cnaige all expenses 
of whatever character incurred in the handling of the grain or transfer of documents. 
But, if said brokers or agents buy or sell the gram, or perform any service oth«' than as 
above specified for persons not members of the Baltunore Chamber of Commerce, or 
members thereof not residing in Baltimore, the rates specified in Section 1 of this 
article shall be charged. In case of graia handled through the driers there shall be 
charged all incidental expenses incurred. 

Railroads owning or operating terminals whose representatives are members of the 
Baltimore Chamber of Commerce shall be exempt from the provisions of this rule, pro- 
vided the commodities are handled by them only in their capacity as common earners, 
and are not in any manner received, delivered or handled by them in a commercial or 
mercantile capacity, or directly or indirectljr in competition with members subject to 
the provisions of this rule. It is further provided that the handling of grain by carriers 
as herein set forth shall at all times be subject to the investigation of the Board of Direc- 
tors of this Chamber, or a duly authorized committee thereof. 

Sec. 4. Brokers or agents are exempt from the provisions of this rule upon the 
following transactions only: Sales of ex-lake grain for export, or grain for export sold 
on ^ 'western terms, "i.e., western weights andgrades, also grain sold for export F. O. B. 
vessel or C. I. F. to or thix)ugh this or other Atlantic or Gulf ports, or gram sold from 
Baltimore C. I. F. to New York or Philadelphia, when one or Dothj»rincipals reside in 
Baltimore and either is a member of the Baltimore Chamber of Commerce. But on 
all such sales the broker or agent shall be held liable both for the acceptance of the* 
contracts and for their faithful performance until accepted by the principals. 

It will be noted from the above rule that the broker is not restricted 
to a minimum fee of one-fourth cent per bushel on certain contracts 
where one or both principals reside in the local market, i. e., he may 
operate for one-eighth of a cent. 

The export broker pays the freight, supervises inspection, orders 
the transferring from elevator to steamer, arranges msurance, sells 
foreign exchange, and makes any negotiation necessary to forward the 
commodity, bifling the costs plus brokerage back to tne shipper. 

1 Rules, 1919, Art. XXIV, sees. 3, 4. 



Chapter VII. 
FINANCING THE GRAIN TRADE. 

Section 1. Introdnctory. 

The system of financing the production and distribution of the 
cereal grains is the result of long development, and has undergone 
but few important changes in recent years. It is frequently neces- 
sary for the grower to borrow funds to produce a crop, and the local 
banks, farm-loan, and other agencies are looked to for the necessary 
credit facilities. The grower usually expects to liquidate his loans by 
the sale and delivery of his product, thus shifting the financial burden 
upon the country elevator operator. The elevator concern can readily 
secure credit for a large proportion of the value of the grain as soon as 
it is loaded into cars and accepted by the carrier, and in the North- 
west, as subsequently shown, even before any grain is purchased 
(Vol. I, Chap. A). Grain in transit can be mianced by the trans- 
fer of negotiable bills of lading, and grain in terminal elevator 
storage is readily financed through the hypothecation of the ware- 
house receipts. The advances made against grain after it has entered 
the car-lot market range from 80 to 95 per cent of the apparent 
market value of the commodity; the percentage advancea being 
relatively high when the grain nas been officially inspected aim 
weighed and when it is stored in ^n elevator under public license and 
regulation. The owner of unencumbered warehouse receipts or of 
negotiable bills of lading is always in position to borrow working 
capital. 

Outside of the Northwest there appears to be little difficultv in 
financing, through banking channels, the movement of grain from 
producing areas to terminal points. The following statement made 
in April, 1921, by the Federal reserve agent at St. Louis will illustrate 
this: 

(1) The unit of the country grain trade is the elevator company or grain shipper. 
The capital of these runs from a scoop shovel to, say, $50,000, with an average of 
about $15,000. Most of tliis capital is invested in buildings, plants, equipment, or 
is used to carry stocks of farm machinery, feeds, and farm supplies. It therefore 
follows that the country grain dealer as an average has not more than $5,000 or $10,000 
fluid <^ital for shipping purposes. 

(2) Tne method employed usually is that through an agreement with the local bank, 
the grain dealer issues his checks on the bank to farmers for the daily purchases. As 
soon as these amoimt to a carload or more, generally it is loaded and forwarded to ter- 
minal markets and by agreement with the country banker the draft is made against the 
commission merchant at the terminals for about the cost of the grain at home. A 
conservative' estimate would be that 92 per cent of the grain in this zone is handled on 
that system. Some dealers believe that it will run as high as 98 per cent. 

(3) From 4 to 8 per cent of the grain immediately around St. Louis is financed 
through open lines of credit, but at distances of more than 150 miles this class of financ- 
ing is negligible. As far as I have any knowledge, virtually nothing is financed 
through bankers' acceptances, that form not having taken hold in our rural 
communities. 

(4) The methods employed at present do not differ materially from those in use 
during the past decade. The commission merchant and buyers at terminal markets 
resdly finance the crop movement, though, of course, quite a per cent of the money 
to do so is obtained from the banks here and in other large centers. The existing 

183 



184 TEBMINAL GRAIN MARKETING. 

system of financing and handling grain is the result of almost a century of experience, 
and it is believed by those in a position to judge to be about the most economical 
one possible. 

A similar statement as to conditions in the Southwest was made 
by the department of examination and statistics of the Federal 
Reserve Bank of Dallas (April, 1921) : 

In most of the cases grain is financed almost entirely in this section by the banks 
at the point from which shipments are made. 

In the small country towns the grain shipper draws a draft on the purchaser in the 
larger cities, with bills of lading attached. The draft is payable on demand and is 
immediately credited to the account of the drawer by his local bank. The latter in 
turn sends the draft (as a cash item) to their city correspondent in the town where 
the drawee is located . The draft, immediately on presentation , is paid b y liie drawee, 
who holds the bills of lading until arrival of car, any differences in weight or grade 
being subsequently adjusted between the drawer and drawee. 

Grain merchants in the larger centers make a practice of purchasing com, wheat, 
and oats in the producing sections of the district under the manner outlined above. 
In tiun they then sell wneat to flour mills or exporters on a cash basis, but a large 
volume of oats and com handled by them is distributed in the consuming territory of 
the district thiough shipments financed by the grain shippers themselves, that is to 
say, the shipments are made against drafts payable either on arrival of car or a specified 
number of days ''after sight," in either event the drafts being handled by the for- 
warding banks as time items. 

It is estimated that approximately 80 per cent of grain shipments in this district 
are made against demand drafts, and about 20 per cent agamst si^ht drafts, B/L's 
beii^ attached in both instances. The amount of financing of grain by the use of 
bankers' acceptances, or open lines of credit, is practically nil. 

The widest variety of methods employed in financing appears in the 
business tributary to Chicago. The following extracts from a report 
prepared for the Commission by the Federal reserve bank of that 
district (June 1, 1921) offers a concise explanation of the practice: 

Three methods of financing are employed, depending upon conditions: D/BL con- 
signments,^ payment at country stations against credits established in Chicago by the 
la^e handlers and warehousemen, bankers' acceptances in special cases. 

The choice of a method of financing depends almost entirely on the '^s^ead'' be- 
tween cash grain and futures in this market. Since the opening of the World War 
cash grain has almost uniformly commanded a premium over tiie mturee; hence ship- 
pers were sure of a price better than the ruling quotations for future delivery, and 
they have generally adopted the D/BL mode of collecting for their grain. This has 
enabled the Chicago grain buyers to restrict by half to two-thirds their usual lines of 
open credit at Chicago banks, the prevailing premium for '^spot" enabling them to 
operate with a minimum of credit. • 

At the present moment speculative conditions tend to wipe out the premium on . 
spot grain on tiie board of trade sample tables, and it is lOi^ely that the buyers will be 
obliged to go back to the old practice of traiisferring funds from Chicago to country 
stations for the purchase of the new crop. 

The outstandmg[ feature of the meth(xl recently employed, in comparison with the 
old method of buyine for cash at the spout of Uie thrasher, is that farmers have come to 
a position of financial independence which permits them to hold for the advantageous 
time to dispose of their grain, and then allows them to draw against shipping documents, 
thereby gaining the Chicago premiums for ''spot" grain. 

Section 2. Financing country elevators^ in the Northwest. 

Development of the pbactice. — ^There are indications that the 
early elevator companies, which were organized to bring in the ^ain 
from Minnesota and the Dakotas, depended upon the banks in Min- 
neapolis and Duluth to finance the crop. Later the commission 
merchants, in order to develop their consignment business, assumed 

1 Consignments financed by drafts forwarded with bills of lading attached, the bill of lading to ba 
transferred upon acceptance of the draft. 

> For statistical data on the different methods of financing country elevators, consiilt Vol. I, Chap. X. 
This chapter should be consulted for further information on financing. 
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similar banking functions and proceeded to extend open credit to 
country elevator companies. Thus the financing of these country 
ship{)ers has been, in tne Northwest, an important factor in the com- 
petition for country shipments. In the territory tributary to Min- 
neapolis and Duluth the majority of country elevators (other than 
line) depend upon commission men to finance their purchasing. The 
propQrtion of open-account shippers" as reported by firms in that 
area has varied between 75 and 90 per cent oi the customers of each 
consignee. There have been a few large receivers in the Northwest 
who persistently decline to finance country elevators, but an exami- 
nation of the records of these particular concerns showed that their 
principal customers were line-elevator companies rather than indi- 
vidual elevators. In no other important grain-producing area do the 
commission houses finance country shippers as extensively as they do 
in the Northwest (Vol. I, Table 83). The method was employed 
first as a business necessity, and it appears that it was later extended 
through commission house competition. 

La^e-scale financing by commission merchants in the Northwest 
is greatest in the more undeveloped areas. In older territory, 
for example, southern Minnesota and southern South Dakota, the 
country elevators have usually financed themselves more laigelj 
througn their local banks and through their stockholders. This 
has also been affected, however, by the fact that this area is less 
tributary to Minneappolis and Dxduth than are other portions of the 
Northwest (Vol. I, p. 239). 

It is estimated that the extensions of credit by commission men in 
the Northwest have frecjuently aggregated over $100,000,000 for a 
single crop year. Some idea of the amounts outstanding to individual 
elevators can be gained from the fact that commission merchants' asso- 
ciations of Minneapolis and Duluth in a joint session in the spring of 
1917^ proposed to restrict loans to $45,000 to each elevator and to 
require bills of lading as security. 

How the system may affect an individual concern appears from the 
statement oi one firm which declared that it had 30 accounts with 
farmers' elevator companies in one year, and that of $700,000 out- 
standing to such shippers only $25,000 was secured by collateral. 
Except in the few cases where a mortgage had been taken on the 
elevator, these loans had been made on open drawing account. 
Less than 20 per cent of the sums loaned was on demand paper; 
$5,000 was regularly reserved to cover credit losses. During the year 
previous such losses had amounted to $3,500. During other periods 
thOT had been as high as $9,000. 

Kates of interest. — Commission men in the Northwest have 
generally figured on a spread of about 1 per cent between terminal 
and country rates of interest. As an illustration, one Minneapolis 
house obtained on security large loans from the banks for which they 
paid 5i to 6 per cent in advance. They required customers to pay 
7 per cent for advances during the crop movement and allowed them 
6 per cent on credit balances during the quiet season. It is stated 
that they paid their customers 6 per cent interest during the summer 
periods when they were borrowing at bank for 4^ per cent and that 
they kept up this practice to hold the business. 

Another company reported that they ordinarily charged 6 per cent, 
requiring 7 per cent only in some cases in Montana; and that, since 



186 TERMINAL GRAIN MARKETING. 

they must pay from 5i to 6 per cent for the money, the financing did 
not leave any profit. Normally, however, there lias been a spread of 
1 per cent maintained between the rate charged the local elevators 
and that at which the company borrows the funds. 

A Minneapolis concern paying the bank 6 per cent and charging 7 
per cent, stated that certain qualifications must be made regarding 
this "spread": 

(1) That the coimtry elevators were charged only for the actual 
time they used the fimas, while money was frequently borrowed from 
the bank for a definite time, and interest was paid, therefore, even 
while the funds were idle; (2) that the company paid discounts in 
advance, while the elevators did not; and (3) that since the company 
allowed the elevators the same rate of interest on balances which it 
charged on loans, it occasionally ran into a loss. 

One commission man stated that his concern never realized a full 
1 per cent profit on the banking business. 

Now the nonnal rate of interest is about 6 per cent, some is 5f or 5J, but even then 
we are only charging 7 . There is not ever the full 1 per cent difference because of the 
difference in time. We don't average at the end of the year 1 per cent on the money 
we borrow. 

Q. At times money is cheaper than that? — ^A. We change our scales of charges in 
the country on the basis of what we pay here. The last crop, the highest rate charged 
in the country so far as I know was 6 per cent, and yet part of the year we were paying 
6 i)er cent here for money, though on the start we didn't pay as much. This year we 
are charging 7 per cent. We started off borrowing at 5i and then hiking up to 6 or 
more, paying 7 before the year is over; it will be very hard for us to advance our rate 
to them. 

Q. Formerly the rate was lower here, wasn't it? Got down as low as 4 per cent? — 
A: That is the time when the country does not need money. When the money is 
cheap that interest is costing us money because it means that the farmers are in a 
prosperous condition or that they are shipping out their wheat and taldng storage 
checks in exchange for it and are not selling it. When those conditions prevail, of 
course, the farmers* elevator companies^ instead of having debit balances, they have 
credit balances. Actually, we are paying them 6 per cent for money which is lying 
idle in Minneapolis. 

In 1920-21, according to the best available information, commis- 
sion houses were borrowing at about 7i per cent and lending at 
about 9. 

In practice a formal agreement as to interest rates to be charged 
has been made each year by the commission merchants' associations 
of the two markets, Minneapolis and Duluth, and deviations from the 
rate adopted are subject to action by the respective bodies. The 
following extract from the minutes of the Minneapolis Commission 
Merchants' Association is in point: 

The chair stated the call of the meeting which was for the purpose of considermg 
the interest rate to be charged to shippers the. coming season. After full discussion 
and a call upon each individual member present, a motion was made and carried 
unanimously that 7 per cent be made the rate of interest for the coming season and 
that the chair appoint a committee of three members to visit the Duluth Grain Com- 
mission Merchants* Association and arrange for that body to cooperate with us in 
charging 7 per cent and report back to this association the result of their meeting with 
the Duluth association. 

On occasion, however, members have been allowed to chaise a 
lower rate at a given country station in order to meet the competitive 
methods of a nonmember oi the association. 

Rises and security. — ^Personal notes, or mortgages, signed by 
the directors of the elevator have been often required for a varying 
proportion of the money loaned to country houses. In the majority of 
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cases the amount of this collateral was far less than the aggregate of 
the funds advanced, and in many cases no security was required at 
all. This general lack of precaution as to security is partly due to 
the severity of competition which leads to more liberal advances of 
funds than would be tolerated in th^i purely banking business. 

Guaranty agreements. — In considering security some preference 
has been indicated for notes indorsed individually by officers or 
directors of the local elevator company or for guaranty agreements 
indorsed severally by such officers and directors. Firms which go 
so far as to require a mortgage on the grain in the elevator need, 
of course, make no further agreement to compel the shipper to 
consign them this grain. Any other commission firm receiving tins 
grain would be disposing of property subject to lien. 

The form of guaranty agreements shows considerable variation, 
but the following embodies the conditions usually set forth: 

Form 2S.— GUAItANTY AGREEMENT BETWEEN COUNTRY SHIPPEE AND COMMISSION 

HOUSE. 

Whereas , a corporation under the laws of the State 

of located at the town of , State of 

desire to obtain money and credit with which to carry on their business 

from the Brown Grain Company, a corporation (under the laws of the State of Minne- 
sota) doing a commission business in the city of Minneapolis, State of Minnesota, in 
the way of loans, advanced on shipments and credit on open accounts from time to 
time as may be agreed upon between them. 

And whereas the individual guarantors hereunder are directors or stockholders in 
the , or otherwise interested in its financial success. 

Now, therefore, in consideration of Brown Grain Company furnishing money to 
the , as above specified, we, the undersigned, uncon- 
ditionally, jointly, and severally guarantee the payment and agree t>) pay within 
thirty (30) days arter demand of any and all sums due or to become aue to said 
Brown Grain Company for moneys so furnished to said company, with interest at 

the rate of per cent ( ) per annum, and we hereby jointly and severally 

waive notice of acceptance of this guarantee by Brown Grain Company, and of notice 

of the moneys furnished by them to said , and of default 

in payment thereof, as well as notice of demand or protest or any other steps to be 
taken by the Brown Grain Company to enforce payment against 



It is further agreed, that the shall keep all of its 

grain and seeds fully insured at all times with the following clause attacned to the 
policy therefor: '* Loss, if any, payable to the Brown Grain Company as their interest 
may appear. '* 

Ana we further agree that this contract is not valid unless executed and accepted 
at the home office of tJie Brown Grain Company. 

Dated 

Witnesseth: 



Accepted and executed by the Brown 
Grain Compant at Minneapolis, Minne- 
sota 

Brown Grain Company, 

By 



By President:, 
By Secretary: . 



The fact that this financing is carried on as a part of the commis- 
sion business and not solely as a banking function reduces the liabihty 
to loss. Various factors operate to remove the apparent hazards. 

(1) In return for financing the country elevator company most 
conunission men require, either by verbal agreement or si^ed 
contract, that the shipper so financed shall consign and ship the bulk 
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of his grain to the house extending credit. This has made it possible 
for commission men to loan large amounts practically unsecured 
without sustaining destructive losses. The money is loaned under 
these conditions, not on grain paper but upon the assurance of 
receiving the actual grain. 

Mutual contbacts. — ^Most of the firms find it unnecessary to 
bind elevators by formal agreement to consign to the financing house, 
since it is mutually understood that funds are advanced upon this 
condition. However, in many instances mutual contracts have been 
executed which bind the local elevator company to ship all or some 
agreed proportion of its purchases to the commission merchant in 
consideration of the funds advanced. The following is an example: 

Form 30.— MUTUAL CONTRACT BETWEEN COUNTRY SHIPPER AND COMMISSION HOUSE. 

The aigners hereof, in consideration of the mutual promiBes and undertakingB 
herein, hereby mutually promise and agree to and witibi each other, as foUowt: 

That the Van Dusen Harrington Co., engaged in businees as a grain commiadon 
merchant, hereinafter called the ''Commission Merchant,^' will advance money and 

otherwise ^ve credit to the owner and operator of a 

certain grain elevator in the town of State of , 

hereinafter called the ''Elevator Company,'' of such amounts, horn time to time 
during the continuance of this contract, as may be requested by said Elevator Com- 
pany, not obligating itself, however, to advance an amount exceeding at any time 
the sum of dollars ($ ). 

That said Elevator Company shall, during the continuance of this contract and of 
any indebtedness to said Commission Merchant hereunder, consign and ship to said 

ConmiisBion Merchant for sale by it upon commission all grains 

purchased by said Elevator Company and shipped from its elevator; and shall pay 
to said Commission Merchant on all transactions, the current commissions and charges 
according to the rules of the Exchange where the grain is bought and sold. And 
said Commission Merchant may make sales or purchases of grain in its name for said 
Elevator Company according to the usages, customs, and regulations of such grain 
exchanges. 

That said Commission Merchant will receive all grains consigned to it by said 
Elevator Company and will use its best efforts to sell the same at the best prices pos- 
sible and shall promptly render confirmations and account of sales thereof, and the 
monthly statement of the account sent to said Elevator Company showing the amount 
due the said Commission Merchant up to the first of the month, shall constitute an 
account stated, unless such statement is promptly returned with objections stated 
thereon to said Commission Merchant. 

That said loans and advances to said Elevator Company shall draw interest at the 
rate of per cent per annum, computed on daily bal- 
ances or the stated rate of interest in notes, if any, as to the amount of such notes; 
and that the manager of said Elevator Company acts for and on behalf of said Elevator 
Companv and its directors in all transactions with said Commission Merchant. 

This Agreement shall remain in force from year to year, but may be terminated 
at will by said Commission Merchant by notice in writing or by all of the other parties 
hereto giving notice in writing to that effect to said Commission Merchant, and paying 
all indebtecUiess to it. 

That the parties hereto and sixers hereof, except said Commission Merchan.'t, 
jointly and severally, in consideration of the agreement of said Commission Merchan-t 
maMng advances oi money and giving credit to the said Elevator Company, which. 
advances and credits are hereby requested by all the parties hereto and signers hereof, 

except said Commission Merchant, promise and agree to pay on or before 

of each year to said Commission Merchant the full balance of 

all moneys or credits theretofore advanced or loaned, together with accrued inter<e8^ 
thereon; and upon the termination of this Agreement agree to repay on demajid 
to said Commission Merchant in full the balance of any moneys theretofore advanced. 
or loaned by said Commission Merchant to said Elevator Company, with accrue<i 
interest thereon, whether said moneys are represented by notes, secured or unsecuro<i, 
or carried in open account; and hereby jointly and severally waive notice of all loajie, 
advances, credits, de^ults and protests thereon, and a^ee that the liability of 'tlxo 
signers hereto^ except said Commission Merchant, shall in no way be limited and re- 
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Btricted by the kind, character or nature of the business transacted b)r the said Elevator 
Company, or the uses made by said Elevator Company of the loans and advances 
made by said Commission Merchant, or the amount of said advances and loans; and 
it shall not be necessary for the said Commission Merchant to notify any of the parties 
hereto of the acceptance of this. Agreement or of any default, other than to give said 
Elevator Company a copy of this Agreement, and said Elevator Company hereby 
acknowledges receipt of copy of the same. 

Dated this •. day of 19 

Witnesses: 

The Van Dusen Harrington Co., 

By 

Witnesses: 

By 

President. 

and ^ 

Secretary, 

(2) The supervision exercised through traveling solicitors and, in 
some cases, through regular monthly reports from the local elevator 
is said to provide another means of security for advances. The com- 
mission merchants to some extent, thus supervise the purchases of 
CTain with a view to preventing speculation or the conversion of the 
funds into anything out grain. A constant comparison is made be- 
tween the credit balance outstanding to the shipper and the grain 
reported to be stored or shipped. When the disparity becomes too 
great a traveling man is sent to investigate. 

The commission houses as a rule insist that country erain in store 
be properly insured and do not leave this matter to me discretion 
of country managers. 

This supervision of the elevator's business is frequently rendered 
less r^d, however, by the exigencies of competition. Anything 
inquisitorial may result in the loss of a customer. An elevator 
manager who has been compelled to make out tedious daily reports 
is some day confronted by a traveling man with the promise that 
funds can be secured at less inconvemence — ''We ask no questions 
and reauire no notes." Consequently, the account goes to the more 
liberal nouse. This operates to the benefit of the larger houses who 
are wiUu^ or better able to take such risks and stand the possible 
loss. 

(3) A third element of security claimed by commission men lies in 
the requirement often made that grain be hedged as soon as pur- 
chased. The commission men watch the quantities of grain bought 
by each elevator and in many cases insist that it keep such grain 
fully hedged. 

(4) Finally, an additional check upon country dealers is main- 
tained through the credit bureaus established by commission mer- 
chants' associations in Minneapolis and Duluth, which have been 
described in Chapter II, section 6. 

As a summary of the risks involved in such financing, the following 
statement was made to agents of the Commission by an officer of a 
Minneapolis commission house: 

There is a tremendous risk in the commission business * * * yet the losses in 
the business are comparatively small because the commission men have been par- 
ticularly conservative in making their loans. Now, of course^ when we go out in a 
country and get business, we try to get what is guaranteed by the directors (if it is a 
fanners' elevator) as individuals. Individually these men are not worth a great deal, 

56976*'— 22 ^14 
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but collectively they represent quite a collateral security. If we had a loss at a 
station we probaWy could not collect it in 60 days or even 6 months, but over a period 
of years those men who own their farms are good for it, so that our chances for actual 
loss are not very much, but unless we watch very closely we do get a tremendous 
amount of money tied up in slow accounts. 

The farmers' elevator may not be successfullv mana^:ed. In our particular case we 
require, except in the older territory where the credit is absolutely good, dailv re- 
ports of the grain purchased. We require the privilege of hedgins; t£o6e purchases 
each day. Of course, under the present war conditions, there is no hedging of wheat, 
but under normal conditions as soon as 1,000 bushels of wheat are bought by one of our 
shippers, we sell 1,000 bushels of futures here. When his car comes in we sell the 
car and buy back 1,000 bushels of wheat. One of my men asked why we did not just 
sell the car instead of selling another 1,000 that same day against a purchase, but we 
might be working two or three hours on the sale of that car and the market might get 
away 2, 3, or 5 cents. 

But even so, where we take those precautions, the manager may be erratic in his 
grading. He may grade the farmers' wheat too hi^h, or not take sufficient dockage, 
or not get enough wneat, or not be correct enough in his weighing, so that at the end 
of the year he is either short on dockage or net weight or has such grades that, through 
the jcombination and the expense of operating the elevator, there will be an actual 
loss in the business. Suppose there is such a loss in the new country. It is pre- 
sumably true that that particular country has not got the financial means to make 
good that loss. The commission company must tide them over another year. Either 
the mans^er has learned his lesson and is fit to handle it and make money another 
year, or tliey change and put in a competent manager. The idea is that the profits 
will be sufficient to liquidate the losses the year before, but this is not always Hie oase, 
and those accumulations of losses mean the tying up of a considerable amount of 
money in slow though good accounts unless a commission man watches. Now, to 
watch carefully means a lot of expense, and that is one of the big expenses of the com- 
mission business. That is why I say, theoretically, we are simply the selling agents; 
practically, we are their banker, and further than that, we must watch them very 
carefully and we are watching them at long range. Tnat means expense. As an 
example: There is a concern out in southwestern North Dakota tiiat claims they 
can't get cars. They have $52,000 of our money. They are reporting to us, their 
reports allowing about $38,000 worth of grain in the house, but the last report was 
dated Saturday and the last draft was dated Monday. It is presumable that he 
bought grain. We call up our traveling man by long distance. He goes into North 
Dakota by automobile and train, which is expensive. He will report from there as 
to what is actually in that house, how much insurance they have got on it, whether 
there is a loss clause payable to our company on the cars. He wUl stay there. That 
is all expensive. If we did not have to do that, 1^ cents a bushel would be a gold mume. 

The matter of financing without adequate security has been a 
subject of considerable agitation among commission men and others 
on the ground that such an advance of funds constituted a violation 
of the commission rule. The Minneapolis rule * forbids, a member 
''with intent to evade the regular rates of commission established 
hy the rules of the association" to ''directly or indirectly pay, or 
give, or oflFer so to do, any money, or other consideration of whatso- 
ever nature to any person, to procure or influence shipments or con- 
simments of grain * * *. 

in 1912, when severe losses were incurred by several commission 
men, an attempt was made to include financing in the prohibitions 
under the commission rule. No specific action was taken, how- 
ever, although it became evident that funds had been advanced 
without security and that financing had been carried to excess. On 
January 6, 1914, a circular was issued which clearlv implied that 
financing was not considered objectionable under the rule of the 
Minneapolis CJhamber of Commerce.* 

» General "RuXen of the Chamber of Commerce, Rule VIII, Sec. 11. 

4 The undersigned membws of the rules conunittce are of the opinion that anv reports furnished by a 
country shipper, at the request of the commission merchant, or any auditing done by the commisaon 
merchant f (NT nis own protection whUe financing said shipper, is not a violation of the commission rule. 

But to keep the books of a country shipper , or to offer to do so without full compensation, for the purpose <rf 
obtaining shipments, is contrary to the commission rule. 
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Economic effects of financing. — ^Various questions arise as to 
the effect of commission-house finai^cing upon the cost of moving the 
grain crop and upon the competitive system. It is generally felt that 
financing has added undue elements of risk to a fairly secure and 
profitable business and that it keeps out of the commission business 
men with small capital and credit facilities. Orfefirm stated : '* You Ve 
got to have money if you are going into the Northwest." Another 
trader asserted that the commission man has assumed the functions of 
a banker and has degenerated into a reckless banker taking securities 
which banks would not accept as collateral. He said that when 
financing was foimd to be the most effective method of eliminating 
the competition for an individual account it was used liberally ana 
loosely. His position was that conmiission houses should secure 
business on the efficiency of their service and not on the amount of 
money they could command. 

There is no clearer evidence of the opposition to financing than 
the resolutions adopted from time to time by the commission mer- 
chants' associations of Duluth and Minneapolis. At the meeting of 
the Minneapolis association on December 19, 1912, resolutions were 
presented reciting the *' excessive financing by commission merchants 
of country shippers and the employment of an undue number of 
traveling representatives soUciting commission business," condemn- 
ing the excessive financing of country shippers, approving '' the 
effort which has been made during the past two or tnree years to 
place this financing upon a sound oanking basis," and pledging the 
influence of the association to discourage the undue employment of 
traveling representatives and to bring about the proper financing 
of country shippers. These resolutions were adoptea; yet it ap- 
pears that five years later (1917) the associations m botn markets 
were a^ain considering drastic resolutions for the elimination or 
regulation of financing. A resolution of the Duluth association * 
reviewed the whole matter and recommended immediate measures 
for turning all banking functions over to coimtry banks under the 
Federal reserve system, as foDows: 

Resolved, That this association exert its best efforts from this time on to forward 
a ** campaign of education" looking to a discontinuance of the burdens carried by 
commission houses in financing grain dealers in the Northwest, by using every effort 
and instructing traveling men to use every effort to hftve independent grain dealers 
and farmers' levator companies secure uieir funds through their local banks and 
I through these local banks passing their paper on to a Federal reserve bank. The 

I Government has established these reserve banks for the purpose of carrying com- 

I merdal paper, and are at present doing it generally for wholesale houses, retail 

I houses, manufacturing interests, etc., but the agricultural interests seem to make 

no use of it, although the commission houses in the two markets have practically 
financed the building and operating of elevators for independent dealers and farmers' 
elevator compani^ during the past 10 or 15 years, practically put the business on 
its feet, and the time has come when a lessening of this bidden be brought about. 
It can be brought about if the commission men's association in this and the Minne- 
apolis market will lend their efforts toward doing so by this '' campaign of educa- 
tion " through correspondence and through traveling men. The risK that has been 
assumed in the past by commission men is out of all proportion to the earnings, and 
so recognized by banks and others. No commission men have ever gotten rich in 
strictly grain commission business, and the burdens and rides of financing are too 
heavy for a mere matter of livelihood. 

We would ask the cooperation of the Minneapolis Grain Commission Men's Asso- 
ciation, and secure if possible their assurance that this campaign of education will 
be started by them. 

• Besolutioii of the Duluth CommissiQii Merchants* Assoeiation, Mar. 6, 1917. 
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^ This resolution did not result in the proposed ^' campaign of educa- 
tion," but rather in the adoptidh by botn associations of proposed 
amendments to the rules to be oflFered to the governing bodies of 
the respectiye exchanges for a stricter regulation of the financing 
s^tem. While these* resolutions did not touch upon the effect oi 
miancing as a competitive weapon, they did confirm the objections 
made to excessive and unsecured loans. Following is the resolution 
proposed to be oflFered by the MinneapoUs Commission Merchants' 
Association to the Chamber of Commerce May 16, 1918: 

Article 1. That funds advanced to any corporatioi) for the purpose of buying 
and shipping grain shall be secured by a corporation note in an amount equal to tlie 
amount of funds advanced, indorsed individually by the directors of the corpora- 
tion and such security may be accompanied by mortgage on the property of the cor- 
poration or collateral notes and accounts. 

Art. 2. Grain advances to independent dealers shall be secured by the note of 
such dealers accompanied by insurance with loss payable writer on the grfiin when 
the said dealer is known to be financially responsible; otherwise, he shall be re- 
quired to furnish daily reports of grain receipts and purchases for the piupose of 
hedging, checking, etc., and siuroundin^ business with such protection as deemed 
necessary in the matter of banking facilities with full insurance on the grain, and 
in the event of the conunission house keeping books for individuals, the TninimiiTn 
charge shall be $100 per anniun. 

Art. 3. No loans to oe made to corporations or individuals for the purpose of buy- 
ing or buildine: elevators. 

Art. 4. No loans to be made to any corporation or firm or individual except for the 
purchase of grain. 

Art. 5. A committee consisting of three members of the l^finneapolis Chamber 
of Commerce shall be appointed by the directors of said board to^ pass on such securitj- 
as outlined above when presented to them here and settle complaints in relation 
thereto, their decision being final. The rate of interest on such gndn advances shall 
not exceed the lawful rate of the State of Minnesota nor less than 6 per cent and the 
interest paid to individuals and corporations on credit balances shall not exceed 4 
per cent per annum. 

An amendment offered by the Dnluth association was about 
identical, the principal differences being that article 2 provided a 
minimum charge for bookkeeping of $300 per anniun and article 3 
did not absolutely prohibit loans for the purpose of buying or build- 
ing elevators but merely provided that such loans shoula not be in 
excess of 50 per cent of tne actual value of such elevators and should 
be secured oy mortgages accompanied by insurance or collateral 
stock notes. 

These amendments never came before the exchange associations, 
since they were disapproved by counsel. It has been stated indi- 
viduallv, nowever, by a majority of commission men in the North- 
west, that financing m their opinion is a burden which the country 
banks should assume. 

A minority of commission men, on the other hand, have advocated 
financing as an economic necessity. The following reasons are 
advanced: 

(1) The practice enables commission men to be siu'e of a steady 
flow of business and consequently makes for economy of operation in 
the commission business. 

(2) Before a commission house can borrow money enough to finance 
country elevators, the members of the firm must be approved as relia- 
ble by terminal market bankers; so that only men of high standing 
enter the business. 

(3) Without such financing the farmers' organizations in the coun- 
try would not have the guardianship whidi they now have; the 
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commission man endeavoring to protect his shippers from loss, since 
such failures reflect upon his own business standing. 

(4) Assuming that liedging is necessary to keep the margins low 
in the grain business, financing is said to oe a benefit on the ground 
that the elevators financed are generally required to keep their 
grain hedged. It is pointed out that financing has thus resulted in 
less speculation with cash grain in the Northwest than in some other 
sections. One commission merchant was asked what necessity there 
was for hedging in the Northwest that did not exist in the South- 
west, where little hedging is done. He repUed: ''I think your finan- 
cing has to do with tnat. I think there is more speculation in the 
Southwest, actual speculation on the handling of cash grain, than 
there is in the Northwest. They don't avail themselves of the hedg- 
ing facilities because there are more of them able to finance them- 
selves, and have the privilege of doing as they see fit, while here we 
insist on grain beine hedged.'' 

(5) It is areued that it is beneficial to have commission men finance 
the coimtry elevators, since they are able to check up the funds loaned 
in a wav auite impossible to the banks. The receivers are in position 
to checK tne purchases of grain and also to watch the market for price 
fluctuations, viz: 

If barley is off 5 cents, we know it, and we see to it that our clients know it and save 
themselves from loss of our funds by acting accordingly. 

Yet it is a fact that this financing, which necessarily requires 
large drawiug accounts, is undertaken to-day primarily as a weapon 
of competition. Fund^ are offered with a view to sec^lrmg shippers' 
accounts or to hold them in the face of competition. It is tnus merely 
a phase of competitive operations among commission men . The com- 
mission man wno fijiances a country elevator expects to receive the 
great bulk of its consignments. Once having secured a country 
accoimt, he expects Uttle competition for that business during the 
season, except occasionally. 

Opinion of the Federal Land Bank. — While deploring the neces- 
sity of this form of financing, i. e., through open-Une credit, the Fed- 
eral Land Bank of St. Paul explains * the situation as follows: 

* * * It was about the only way the elevators could secure money, and the 
cominission houses have really made it possible for them to run their farmers' elevators 
in many cases where they would otherwise not have been able to operate at all. The 
commission houses have secured the necessary credit from tiie large metropolitan 
banks and have loaned this credit to the scattered elevators throughout the country. 
In other words, the commission houses have been a buffer between the country ele- 
vator and the metropolitan bank. Under no system that could be devised, that I 
can see, would the metropolitan banks care to loan money direct to the country eleva- 
tors. It is too hazardous a proposition. There is too much inefficiency in the man- 
agement of country elevators as yet to place them on a firm credit basis which would 
entitle them to go into the money markets and secure credit like a well-organized 
and operated terminal house. 

Section 3. Financing the cash commission business at Dnluth. 

The commission houses at Duluth have frequently been financed 
to a large extent by loans from the terminal elevator companies 
rather than by bank loans. A majority of the commission houses at 
Duluth have operated to some extent on funds advanced by one or 
more terminal elevator companies, which have frequently made such 
loans on "open-line of credit/' i. e., without collateral security. 

• By correspondence with the Federal Trade Cominission, May 19, 1921. 
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The statement below indicates the extent of loans outstanding and 
secured only by personal or firm notes on the books of two terminal 
elevator compames on November 30 of each of the years specified : 



Year. 



1912 
1913 
1914 
1915 
1916 



Company A. 



Nmnbor 
of ac- 
counts. 



8 
12 
13 
14 
14 



Amount 

outstanding 

as of 

Nov. 30.1 



1906,500 
1,1X8,500 
1,696,000 
1,560,000 
2,097,500 



Company B. 



Number 
of ac- 
counts. 



5 
6 
8 
5 
7 



Amount 

outstanding 

as of 

Nov. 30.1 



S555,00O 

760,000 
660,000 
265,000 
940.000 



1 The figures for these loans are actual amounts outstanding unsecured. The figures for Company B 
were arrived at by taking the total amount loaned on both secured and unsecured notes and then de- 
termining the highest amount within that figure which the commission firm could borrow without collat- 
eral. The vice president stated that the commission firm would Ixhtow up to a certain limit on unse- 
cured notes and after that figure had been readied they must put up collateral for further loans. The 
limits of unsecured credit for these firms ranged from $25,000 to $300,000. 

An inquiry into loans made by the same Duluth termmal elevator 
companies (hiring the four years 1917-1920 shows how large is the 
proportion of unsecured loans : 



Year (Nov. 30). 



1917 
1918 
1919 
1920 



Company A. 



Secured 
by biUs of 
lading or 
warehouse 

receipts. 



$822,576 

1,540,800 

97,300 

253,900 



Secured 

by personal 

or firm 

notes. 



$898,000 

1,334,000 

906,500 

620,000 



Company B. 



Secured 
by bills of 
lading or 
warehouse 

receipts. 



$375,360 

1,405,300 

221,300 

322,000 



Secured 

by personal 

or firm 

notes. 



$1, 813,000 
2,082,500 
1,560,000 
1,122,500 



Loans to commission houses by the three other large elevator com- 
panies at Duluth have been small and incidental as compared with 
the figures shown above. It appears that the loans not secured by 
grain collateral in the case of each of these companies was less than 
$50,000 on the dates specified in the above tables. 

It appears that the loans from Companies A and B are to com- 
mission nouses who sell primarily to the elevator companies. The 
commission houses draw upon tne elevator companies for funds to 
finance country elevators; and as the consignments come in they sell 
to these terminal elevator companies in order to liquidate their ac- 
counts. Out of 35 receivers operatiug in the Duluth market in 1917, 
7 obtained loans from Company B and 13 obtained loans from Com- 
pany AJ The commission firms so financed comprised most of the 
large companies in the market and probably handled 60 per cent of 
thegrain received at the market dunng 1912-13 to 1916-17. 

The plants operated by Companies A and B comprised about 51 
per cent of the elevator capacity of the market, and during the period 

7 The elevatw companies usually loaned at a rate one-half of 1 per cent higher than that for which they 
could obtain the funds. There was little profit from these operations owing to the necessity of borrowing 
on time against loans on open account. 
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1912-13 to 1916-17 they purchased more than 53 per cent of all the 
^ain coming into the market; their proportionate purchases of wheat 
Being considerably larger than this. Considering that other com- 
panies also advanced funds to commission houses to some extent, it 
is fairly apparent that a large part of the grain marketed at Duluth 
was applied on these loans — assuming that the financed commission 
houses sold directly to the companies advancing the funds. 

Analysis of the sales showed this last to be the case. Of six repre- 
sentative commission houses financed by the terminal elevator com- 
panies, each sold more than 70 per cent of its ^ain to the terminal 
elevator which had advanced it fimds. An officer of one company 
estimated that 80 per cent of the consignments received went regu- 
larly to the elevator which was advancing it funds. 

On the other hand, the records of a free-lance" company (not 
financed by an elevator company) showed no such predominance of 
sales to any one house. The highest percentages of grain sold to any 
one buyer by this concern were as follows: 

Per cent. 

Wheat— A. D. Thompson 28.8 

Diinim--Globe Elevator 26.8 

Durum — Capitol Elevator 26.8 

Flax— A. D. Thompson 33.2 

An officer of one of the terminal elevator companies doing a large 
volume of this financing declared that there was no written contract 
of any kind between a financing elevator and its "assisted" commis- 
sion houses, bmding the latter to turn over a definite percentage of 
its grain to the elevator, but added, " We're not going to loan unless 
he gives us his busmess." Questioned further on tMs point, he ex- 

E lamed that one could not expect a commission man to give all of his 
usiness to one elevator, since there would frequently be poor cars 
which the latter would not want to take, and when the commission 
man offered such a car to some other buyer the latter would nat- 
urally refuse to take it unless he be given some good cars also. If 
the Houses receiving loans on open acl)unt wouldVe "s all of their 
grain, he said, the elevator company would get 45 per cent of the 
grain coming to Duluth, whereas they actually got about 22 per cent. 
It is apparently difficult for elevators which do not make loans on 
this basis to obtain this "mortgaged grain," as they call it. The 
manager of one company stated the situation as follows (quoting the 
agent^ report of the interview) : 

Financed commisaion men can not sell grain to anybody else unless * « * the 
latter will pay more money, and even then it's a Question. * * * It works out 
practically as if the elevators had lines of feeders in tne country. I don't see how any 
corporation is justified in putting the money of its stockholders out so beyond control. 
* ' I loan to you and you scatter it all over. ' ' A man worth $100,000 gets credit amount- 
ing to $500,000. Personally I Defuse to * ' throw money to the birds " in that way. It 
does make it hard to get our share of the |frain. When we spring the price sometimes 
these other companies follow, and sometimes they drop out. 

Officers of other companies declared that they were obliged to pay 
a premium to prevent a commission house from selling ite grain to 
the elevator which had advanced it credit. It was stated that even 
the lower grades of grain were often turned over to the financing ele- 
vator at an agreed diflferential, the grain being sold oflf exchange. 

It was also alleged that the nonnnancing elevators were so associ- 
ated with line-elevator companies that they did not bid for grain to 
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any large extent from the so-called financed commission houses un- 
less the supplies of a particular crop proved insufficient to meet their 
demands. 

Without further discussion of the competitive situation it appears 
reasonably conclusive that such extensive borrowing from dealers is 
carried on for conmiercial reasons rather than for lack of banking 
faciUties. 

Section 4. Conclusions on financing. 

Improved banking arrangements are needed in the producing areas 
of the Northwest so that country shippers need not be dependent upon 
terminal market commission houses lor their working funds. Ymile 
in other sections of the coimtry grain in car lots is mianced through 
regular banking channels, the coimtry dealer in the Northwest 
frequently draws upon a commission house for operating funds and 
thereby becomes obligated to ship to this concern. This results in 
competition in financmg as well as in the handling of grain. This 
competition in turn results in the assumption of heavy financial 
risks by the commission houses, and sometimes the acceptance of 
inadequate security for the funds advanced. It also probably tends 
to keep out of the conmaission business men with small capital and 
lines of credit. Moreover, the practice leads to a multiplication of 
solicitors and to expenses for solicitation greatly in excess of those 
incurred by commission houses operating in the territory outside the 
Northwest, and thus has a tendency to create high commission rates. 
This is due not only to the fact that such financing requires exten- 
sive solicitation to secure the business in the first place but also to 
the necessity of maintaining some check upon the subsequent opera- 
tions of the financed elevators. 

As pointed out in Volume I, page 242, however, there is a great 
deal of evidence to indicate that m a large portion of the Northwest 
the elevators can borrow more cheaply from the commission houses 
than from the local banks. As lon^ as this continues to be true, 
it is doubtful if any material improvement with reference to commis- 
sion house financingcan be expected. 

The financing of l)uluth commission houses by terminal elevator 
operators tends to have a restrictive effect upon competition and 
should be eliminated. Commission houses are the agents of country 
elevator consignees for the sale of their grain, and as such it is their 
duty to obtain the best possible price for that grain. Arrangements 
under which they turn over grain consigned to them to certain 
terminal elevators in return for financing is not conducive to free 
competition in the sale of grain nor presumably to the consignees 
procuring the best obtainable price therefor. 



Chapter VIII. 
THE GRAIN BULLETIN. 

Section 1. Xarket news agencies in general. 

Price information from the terminal grain markets is made availa- 
ble to coimtry shippers through a variety of agencies.* From several 
terminal markets tnere are issued one or more daily market journals 
or "price currents," such as the Daily TVade Bulletin of Chicago, the 
Daily Market Record of Minneapolis, the St. Louis Market Reporter, 
and the Kansas City Daily Price Current; and these journals, or the 
quotations contained therein, are available to the trade generally. 

Actual bids for grain to arrive from the country are sent out 
almost daily by terminal market dealers and afiFord a price basis for 
buyers and shippers in producing territory. In addition, there are 
the daily telegraphic dispatches distributed by the Western Union 
and Postal Telegraph Cos. over local Morse wires or tickers through 
the producing areas. By subscribing to either the "continuous 
service," or the "interval service," * a local grain dealer at a rail- 
road shipping point may secure regular wire quotations from the 
terminal markets. Moreover, the private-wire systems which radiate 
out of Chicago, through their branch and correspondent offices, 
supply their customers and the trade in general with market price 
information and other market news. Exchange members, especially 
the commission merchants, often advise their customers by wire of 
important matket developments and send out by mail daily market 
letters, price currents, and other circulars. In the case of line-ele- 
vator systems, letters, cards, and wire messages are sent out as 
ins^tructions for local agents to follow in buymg grain and are a 
direct influence in determining the prices paid to producers. 

The custom of sending out buying prices for country shippers, i. e., 
hsts of prices with the freight, handling costs, and profit already 
deductea, has developed more extensively in the Northwest than 
in any other producing section.* The Gram Bulletin, a price card of 
this character issued daily by F. R. Durant, of Minneapolis, is now 
used very widely in the territory tributary to Minneapolis and 
Duluth. 

Section 2. Oeneral statement with reference to competitive conditions 
and agreements in country buying in territory covered by the 
Grain Bnlletin. 

In Chapter XI of Volume I of this report there is printed a large 
number of letters from the files of the line-elevator companies show- 
ing competitive conditions and many examples of agreements in 
restraint of competition in the buying of grain at country stations in 

1 See Vol. I. Chap. VIII. 

* See Vol. V, Chap. II, sec. 4, and footnotes. 

* Althou^ line-efovator companies In all sections generally /umish their country agents with buying 
prices. 
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the Northwestern States tributary to the terminal markets of Minne- 
apolis and Duluth. 

In order to make clear the conditions prevailing in the country 
marketing of ffrain. and some of the conditions surroimding the use of 
the Grain Bulletin card in country buying by those who subscribe 
to it, as distinguished from Mr. Durant's preparation of it, a brief 
summary is here given of part of the voluminous detailed evidence 
printed m Chapter XI of Volume I. Reference should be made to 
that volume for the evidence itself, chiefly in the form of letters, 
since the detailed evidence gives perhaps a clearer view of the 
situation than can be had from the summarization here made. The 
question of the use made of the card as a basis for price agreements 
among its subscribers is entirely separate from the question whether 
in recent years Mr. Durant in issuing the card prices has been in 
collusion with the line-elevator interests. 

A review of the mass of information obtained by the Commission 
indicates that at the average country marketing station, especially 
in the northwestern grain States, there is a considerable amount of 
buying competition but that there are frequently stations at which 
competition is either insignificant or nonexistent on account of local 
or other agreements. 

The Commission is in possession of hundreds of letters from the 
files of line-elevatoi: companies operating in the Northwest which 
cover the period 1912-1920 and wnich clearly evidence either agree- 
ments as to country prices, grades, dockages, etc., or else such Jiar- 
monious and cooperative action with reference to these matters as 
would bring about practically the same elimination of competition 
as could be secured by more specific agreements. This evidence 
relates principally to the. acts of the line-elevator companies. Although 
the lines appear to be frequently the originators and instigators of 
the agreements and arrangements, the correspondence cleanv shows 
that cooperative, or farmers', and independent and mill elevators 
are frequently parties to such arrangements and that agreements 
and understandings affecting and often ehminating competition in 
one or more respects are by no means peculiar to the line companies 
(Vol. I, pp. 244-245). 

The most active competition in coimtry grain buying, as well as 
the most frequent agreements, understandings, and mutual arrange- 
ments, seem to occur in the prices offered. An indirect form of pnce 
competition occurs when some one or more of the local elevator 
purcWers, instead of grading and docking the grain accurately, 

trade it higher than its quality actually warrants or deduct less 
ockage than the grain contains. Obviously, in either event, the 
resultis to give the farmer more money for his grain than he would 
get if accurately graded and docked, competition in grading and 
docking being frequent, as well as are agreements in reference to these 
matters (VoL I, pp. 254-255). It is believed by the line-elevator 
companies that fanners' elevators are especially prone to overgrade 
and to imderdock. 

There are numerous indications that the miQ, and especially the 
farmers' or cooperative elevators, are the most serious factors in 
country competition. Both these types frequently undertake poU- 
cies in prices, grades, dockages, etc., at variance with the policies of 
their indepencfent or commercial line competitors. 
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Division of receipts at local stations was frequent twenty or more 
years ago by pooling agreements, with cash penalties to be paid by 
those buying more than their share. Most if not all of these old 
pooling agreements appear to have been abandoned. More recently 
the business at local stations has often been divided among elevators 
interested but without any system of penalties. Occasionally there 
is an understanding that if one of the elevators at the station falls 
behind in its share of receipts it is to be allowed to pay a higher price 
than its competitors, so as to enable it to catch up (Vol. I, pp. 282- 
287). 

A practice, amounting in effect to a pooling of receipts, is that of 
closing or wrecking elevators on a rental basis. When the line com- 
panies operating at a station conclude that there are too many eleva- 
tors there to enable a profitable handling of the volume of grain 
tributary to that point, they sometimes agree to dose or tear down 
one of the line houses at the station upon agreement that the line 
companies keeping open will pay a certain sum in compensation to 
the company whicn closes or wrecks its house. In case of closing it 
is apparently the practice for the agjreement to take the form of a 
signed lease, the agreed sum being paid as rental. It is claimed that 
these practices existed for only a lew years and applied to only a few 
companies. Mr. Durant, of tne Grain Bulletin, wno appears to have 
been a sort of clearing house for operations of this character, states 
that the last time he compiled figures for this purpose was the crop 
year 1915-16. The Commission is not in a position to confirm this, 
but the correspondence obtained relating to this particular matter 
all bore a date prior to 1917 (Vol. I, pp. 288-293). 

The correspondence obtained by tne Commission records numerous 
instances where the head offices of hne companies have directed their 
agents to call on their competitors with reference to effecting agree- 
ments or at least more harmonious action on prices, grades, dockages, 
etc. The friendly feeling frequently, if not usually, apparent among 
the various line companies leads to definite efforts on the part ot 
many of the head offices to keep the agents of the different lines at 
each station working together on a harmonious basis, "buying grain 
right," or, in other words, at card prices, with accurate grading and 
dockage. Definite instructions are frequently issued to the local 
line agents unmistakably designed to prevent competitive fights, to 
eliminate ill-feeling which might develop into competitive warfare, 
or, once such warfare has occurred, to put an immediate or early stop 
to it. There are also occasional instances where the lines manifest 
a similar attitude toward their competitors other than the line 
companies (Vol. I, pp. 296-298). 

Letters by line-elevator companies summarizing price 
CONDITIONS AT THEIR VARIOUS STATIONS. — ^Linc-compauy corre- 
spondence in the fall of 1917 stating the competitive reasons for pay- 
ing over the list price of the Grain Bulletin card at specified stations 
is nere quoted: 

[From Cwgill Elevator Co. files.] 

October 30, 1917. 
Mr. F. C. Durant 

( % Grain Bulletin^), 

City. 

Dear Sir: Below find list of stations paying over list: 

Clara City, Minn. — 1 to 2<t/over for oats, 3 to 4<u over for barley and flax. One-half 
the receipts at station going to Farmers Elev. Co. 
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Mavnard, Minn. — 1 to 2i over for oats in endeavor to get share of receipts. 

Miiroy^ Mnn. — ^1^ over for oats. Surrounding stations all over 1^ or mxxe, 

StewartvUle, Minn, — ^2^ over for oats; 3 to 5^ over for barley. Fanners Co. makes 
price. 

Dover f Minn. — 1 to 2^ over for oats; 3 to 4^ over for barley, in endeavor to get share 
of receipts. 

Airlie, Minn. — Oats 1 to 2^ over, barley 3 to 4^ over, account Farmers and list being 
out of line with Milwaukee most of time. 

Stiruntf N. D. — 1 to 3^ over Wheat, Flax and barley. Receipts almost entirely 
going to Farmers. 

Cretey N. D, — List to 1^ over for wheat, barley and flax, account Farmers Elev. Co. 

Rtme^jordy N. D. — Freight off, but gettine no receipts, due mainly to practice of 
competitors cleaning grain for customers and returning screenings. 

Buffalo y N. D. — 3<^ over for wheat, flax and barley, in endeavor to get share of 
receipts. 

Henself N. D.-^List but nmning }i to ^^ short for wheat dockage account light 
dockage taken by Farmers Elev. Co. 

Garretson, S. D. — 2^ over for oats, account local and surrounding markets. 

Willow Lakes, S. D. — 2 to 3^ over for wheat, flax and barley. Farmers Elev. Co. 
taking nearly half receipts on markets. 

Mclntire, la. — Oats 2^ over account surrounding markets. 

Alvord, JotMi.— Oats 2 to 3^ over, barley 3 to 50 over, account Farmers Elev. Co. 
prices. 

SioiLX Center y lotva. — 3^ over for oats, H over for barley, account Farmers Elev. Co. 
prices — ^Farmers* Co. taking three-quarters of receipts. 

Hinton, Iowa. — List to 2^ over on oats and barley in endeavor to get share of business. 

Waverly, Jftnn.— ^ over on rye, account Farmons. 

lAUhfield, Minn. — ^3^ over on Rye, 2^ over on wheat, 4^ over on flax, 3^ over on 
barley and 3^ over on oats, account Equity Elev. Co. and Independent. 

Benson, Minn. — 2^ over on wheat ana oats, 5^ over on flax and M over on barley, 
because Farmers are paying over. 

Herman, Minn. — 4^ over on Flax and barley and 2^ over on oats. Business lost 
account poor agent trying to get it back. 

Johnson, Minn. — 10 over on oats, account Graceville. 

DeVillo, N. D. — 1^ over on wheat, account surrounding markets. 

Clifford, N. D. — 1^ over on wheat, account Farmers and Independent. 

RoseviUe, N, D. — 10 over on wheat, account surrounding markets. 

Portland, N. L. — 10 over on wheat, account Farmers. 

Kempton, N. D. — M over on wheat, to protect trade from Farmers Elev. Co., and 
Larimore market. 

Finley, N. D. — 10 over on wheat, 30 on barley, account Farmers taking two-thirds 
of grain at station. 

JDazey, N. D. — 10 over on oats, account Farmers paying over. 

Cooperstown, N. D. — 20 over on wheat, 40 over on flax and 50 oyer on barley, account 
Farmers and two other independents paying over and over-grading. 

Eckelson, N. D. — 20 over on wheat. Durum and Rye and 30 over on barley, account 
Farmers paying^ over and taking nearly all the grain. 

Urhana, JV. V. — 10 over on wheat and 20 over on Durum, account The Farmers 
prices. 

Park River, N. D. — 60 oyer on wheat, 20 over on Durum and 10 over on oats, to meet 
over-gradinff, under-docking and over list price by the mill. 

Dresden, N. D. — ^30 over on wheat and Durum, to meet (Fleming) the Independent 
and also the Dresden Elev. Co. 

Sarles, N. D. — 30 over on rye — ^to meet competition of McLean Elev. Co. 

Kidder, S. D. — 20 over oats, on account of the two Independent Elevators. 

Richmond, Minn. — 30 over on Rye, account of the mill tiJdng rye with no dockage, 
and wheat with less dockage than it contains. 
Yours truly, 

Caroill Elevator Company. 



[From files of the Northwestern Elevator Co.] 

Oct. 31, 1917. 
Grain Bulletin, City. 

Gentlemen: At Grove City we are buying as our competitoiB permit us, being in 
competition with Nelson-Lund Co. and the Farmers. Under the conditions that exist 
there and always have existed we will be unable to say that we can ever come to " 
and our prices fluctuate according to conditions fot [for] the day. 
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Our Willmar man advisee that the mill and himself follow what the Fanneis Ele- 
vator at that point does and would be willing to come to list if he would, but they 
say his prices vary from day to day and they have to watch what he is doing. 

At Murdodc our agent is workii^ with the Farmers Elevator Co. and they would 
be glad to go to list on everything u Kerkhoven and De Graff on either side, could be 
brought into line. 

At Benson the mill is taking all the wheat, which is very badly overgraded. The 
Benson Market Co. are paying up fairly well for oats and barley, and competition for 
what is left seems to be very stirong between Cargills, ourselves and the Benson Market 
Co. and our man claims to be following the prices the others are setting. 

At Glonlarf we are entirely guided by the market at Hancock, as we are all alone 
at that point and have to pay within reason of the Hancock market on everything 
6t)m the North because of Hancock. 

At Hancock we are the only line house, having to comx)ete with three independents 
and a Farmers Elevator, with no chance to come to list. 

At Walcott the Farmers and ourselves are willing to come to list on everything 
providing Christine can be brought to list and remain there. 

At Everest we are paying 1^ over list, inasmuch as we are alone there and surround- 
ing towns would draw our ousiness away if we did not, the territory being very con- 
fined and smidl. 

At Blabon our man is paying 1 to 2^ over list on practically everjrthing, and claims 
this is necessary on account of the Farmers Elev. Go. paying about 11 to 12^ over the 
marketj 1^. Taplin also advises us on this point. 

At Pickert we would be glad to remain at list and all the others up there would do 
the same if Riplev could be brought into line. 

At Finley I understand the Fanners, Caigills and the St. A. & D. are all paying 2^ 
over list, and as high as 5^ over list on barley. Our man is a new man there, and of 
course has to buy on the same jprices that the others set altho he says he is perfectly 
williiuR^ to come to list at anv tmie. 

At Sharon our market is being run at list price but being interfered with more or 
less on account of Finley, and the agents are grumbling because some of the stuff is 
going awa^ from them and goin§ to Hnley. 

At Pekm we are buying at hst, and uso at Hamar, altho our man at that j^oint 
claims he thought he was paying over list and the farmers thought he was also inas- 
much as he was getting a great deal of Dark Nor. Spring but not so gradii^ it. The 
wheat has graded that way, however, in this market. 

At Arthur, the farmers, as you know, at that point clean the wheat and pay for the 
dockage. We have no cleaner so it would practically mean an over list basis for us. 

At Blanchard I believe we are paying at present 1^ over list but see no reason why 
the market should not go to list unless it is due to Miuray or some stations competing 
with Blanchard. 

At Larimore we are paying 1^ over list. Our agent advises one of his competitors 
will not come to Hst. 

At Milton we have been buying at list right along but the Monarch did not put the 
1^ reduction in about a month ago and so we had to come up to their price, which is 
1^ over list. I suppose that can be adjusted at the present time. 

At Hillsboro the agents have all agreed to come to list. 

At Thompson we are buying some stuff at list and some at H over list. I don't 
know what the reason is, and our agent has failed to advise us. 

At Glasston we are at list. 

At Hamilton at list, and at Neche at list. 

At Ashby it is catch as catch can, inasmuch as he has a farmers competition who 
handles J to f of the business and we have to pay whatever we can afford to to get 
what we can. 

At Rothsay we cannot do any business without paying over list, inasmuch as the 
Farmers Elevator is cooperative, and they are paying back to those hauling. 

At Ada we can only buy the coarse grain and have to pay over list for those inasmuch 
as the Mill Co. are buying all the wheat on an over-grading basis, and are buying 
oats and shipping them north in mixed car load i^d lots for nothem [northern] 
lumbermen. They have a sacking machine and everything to handle this business, 
and inasmuch as they are shipping feed and flour also they ship paxt carloads of oats 
with it. 

At Piflher we are buying at list. 

At Halstad we are paymg 1 to 2<^ over owing to Farmers competition. 

At Shelly, Neilsville and Climax, I know of notiiing to interfere with list price basis. 

At CImu City we pay Ic^ over the Farmers and they allow us to dp so, but inasmudi 
as tiiey do not think tney ought to come to list and are paying li over, of course it 
forces us to pay 2^ over. All the buyers are on the same basis. 
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At Maynaid we have been buying our stuff at H over list. All the other companies 
are paying 2^ over list. The Farmers are willing to come to l<fc over list providing 
the Atlas and Thorpe will do the same. 

At Granite Falls we buy the majority of the stuff around list prices. 

At Green Valley we could buy everything at list price if Marshall and Cottonwood 
would hold the same basis. 

At Marshall we are paving 1^ over list, as that seems to be the price the mill down 
there and the Farmers Elevator want to pay. 

At Florence, Minn., we buy according to what Tyler and Ruthton are doing, which 
at present seema to be 20 over on oats and 3 to 4^^ over on barley. 

kt Ruthton the Farmera want to pay 2^ over list for all the oats they buy, and are 
paving anywhere from 2 to 5<D over on barley. 

At Holland the market has been gotten down from 4^ over to 2^ over on oats. They 
are buying barley some over list also. 

At Pipestone we are in competition With two Independents and one Farmer's 
elevator, and have to pay on the basis of the market they set. 

At Ihlen we are buying against the Farmers and an Independent, and they hold the 
market high enough. At present we are paying about H over list on oats, and most 
any price on barley. 

At Jasper the market can be gotten down to 2^ over list anyhow. It has been 3 to 4^ 
over in the past. This only depends upon the action of the Atlaa and E A Brown. 

At Garretson we are only ouying oats, inasmuch as another station down there takes 
practically all the barley in that country and pays abnormally high prices for it. 
They are paying H over on oats, and the Thorpe Elevator I believe are payiujg 2^ over. 

At Danvers we are trying to buy at list, but our competitors are overgradmg. 

At Holloway we have to pay over list to make our grades stand up, inasmuch ae our 
competitor, the Farmers, are overgrading. 

At Appleton we are paying 1 to 2<^ over list on various commodities to hold our share 
of the business with the Farmers. 

At Bellingham we are buying at list price, although the Farmers at that point are 
overgrading. 

At Nassau we are holding prices at about list. 

At Albee we are practically buying on list price basis. The Farmers are over- 
grading and the Cargill people are paymg over list 3 to 4<^. 

At I^iBolt we are buymg on a somewhat over list basis to compete with the Farmers 
who are overgrading. 

At South Snore we are buying on an over list basis on account of the Farmers there 
over^ding. 

Neither the Oai^ills nor ourselves are doing anything at Forest vQle. We are paying 
what we have to to keep all the stuff, belonging to Forestville from going to South 
Shore or over to Waverly or down to Rauville all three of which markets are taking 
practically the majority of tiie stuff from that territory. 

At Vienna we are simply competing with the Independents on the Milwaukee Koad. 

At Chokio we do the best we can and buy according to grade, altho we may at times 
pay over list to compete with Stewart who is overgrading everything he takes in. 

At Johnson we are simply holding prices to keep the stuff coming to Johnson that 
belongs there instead of going either to Chokio or Graceville. 

At Gracevilie the mill is paying $2.07 for practically all the wheat that comes, and 
more or less of its is oveigradeia I should say about 50% of it. 

On the EUendale line, from Belle Plains to Silver Leaf we are willing tg buy every- 
thing at list price if the stations on the Soo to the North and the points on the North- 
western and Milwaukee who are competitors of those stations will do the same. If 
these stations are put at list basis we can buy all the stuff up there at list prices; other- 
wise we will have to pay the same as the others. 
Yours truly, 

(Signature not decipherable.) - 

Gen. Supt. 

[From Cargill Elevator Co. files.] 

Nov. 15, 1917. 

Mr. F. C. DuRAKT 

(Vo Grain Bulletin), 
City. 
Dear Sir: We are paying over list at the. following stations and for the reasons 
given: 

Cooperstown, N. D. — 2^ over on wheat and 3<|; over on barley, account Farmers and 
Erickson Co. 



THE GRAIN BULLETIN. 203 

Eckehon. — 2^ over on wheat, and barley and 3<; over on rye> because the Farmers 
are taking nearly all the business. 

Urbana. — ^2^ over on wheat and Durum accotmt the Farmers. 

Park River, — 6^ over on wheat and 2^ over on Durum, account the Mill taking light 
dockage. 

. Dresden, — 2^ over on wheat and oats and 3<^ over on Durum, account the Inde- 
pendent and Dresden Elev. Go. 

Roseville, — 10 over on wheat, account surroimdin^ markets. 

Portland. — 10 over on wheat, account others refusing to come to list. 

Walden. — 50 over on barley accoimt Farmers. 

Browns Valley. — 2^ over on wheat and oats account Farmers. 

lAtchfield, — 20 over on wheat and oats, 40 over on barley and 50 over on rye, account 
Eouity and Independent. 

Richmond. — ^20 over on rye, accoimt mill. 

DeGraff, — ^20 over on oats, account Independent. 

Benson, — ^20 over on wheat and 10 over on oats, account Farmers. 

Herman. — 40 over on flax, 20 over on barley, and 10 over on oats, accoimt Inde- 
pendentB, 

Kidder, S, D. — 60 over on barley and 20 over on oats account two Independents. 

Clara CUyj Minn. — 1 to 20 over on everything, account the Farmers. 

MUroy, Minn. — 10 over on oats, account surrounding markets. 

Ada, Minn, — List, but the mill is taking most all the wheat by- over-grading. 

Stirum, N, D, — 20 over on everything, account the Farmers. 

Diesem, N, D, — 2 to 40 over in endeavor to get fair share of receipts. 

Bvxton, N. D, — 10 over for wheat — Farmers' price. 

Hon&ifoTd, N, D. — Freight off — ^trying to get share of business. 

8t, Thomas, N, D. — 20 over for wheat — ^trying to get a start. 

Hensel, N, D, — 1% light on dockage, account the Farmers. 

Garretson, S. D, — 20 over on everything, account Independents. 

Willow Lake, S, D. — 1 to 50 over on evOTything, accoimt Farmers. 

Sidney, Mont. — 20 over on wheat, account Russell Miller Mill. 
Yours truly, 

Cargill Elevator Oohpant. 

Section 3. Early history of daily price bulletins in the Northwest. 

It seems clear that the custom of issuing price cards for the use of 
country buyers in the Northwest originated with the miUers. Mr. L. D. 
Marshall, of Minneapohs, who was active in the country grain trade 
of northern Minnesota and North Dakota prior to 1881 and there- 
after, reported positively that ''the custom of issuing price cards, or 
notices equivalent to cards, for use of coimtry buyers in northern 
Minnesota and North Dakota, originated with the representatives of 
the mills and the then well-known firm of David Dowes & Co., and 
was continued by the elevator companies when they authorized 
their agents throughout the coimtry to purchase grain for them/' 

After the organization of exchanges at Minneapolis and Duluth in 
1881 the line-elevator companies became the chief buyers of grain 
at country points, and they issued their own price lists to local agents. 
Since it was necessary to operate a system of line elevators as a single 
enterprise, the buying agent at eacn country station was given little 
discretion as to the prices which he should follow. 

The Jumper service. — Prior to 1891 each line company made a 
practice of telegraphing price changes to its own agents in the country 
markets. In tnat year one S. H. Jumper began to send out quota- 
tions to grain buyers or their agents m parts of North and South 
Dakota. Mr. Jumper described the origin and operation of his service 
to the Interstate Commerce Commission in 1906 in the following 
testimony:* 

Mr. Marble. Where do you reside? 
Mr. Jumper. Aberdeen, S. Dak. 

_ ^1 — n — r-^— r^ ■ r- ■■ ' r- i •■ « - . - . . ■ ■ ■ 

«Op. Cit., S. Poc. 278, p. 081. 



204 TERMINAL GRAIN MARKETING. 

Mr. Marble. What is your business? 
Mr. Jumper. I am assistant postmaster. 

Mr. Marble. To whom do you send your cards? 

Mr. Jumper. I send them to the grain buyers or the agents of grain buyers over 
that territOTy — ^the north half of South Dakota and the south half, and a portion of 
North Dakota. 

Mr. Marble.. You send them to all grain buyers in that territory? 

Mr. Jumper. Yes, sir. 

Mr. Marble. Who compensates you for that service? 

Mr. Jumper. The different companies which I send them for in Minneapolis. 

Mr. Marble. Then you send them to all grain buyers who make the arrangement 
to get them? 

Mr. Jumper. Yes, sir. 

Mr. Marble. But there are grain buyers there who do not receive them? 

Mr. Jumper. They can have them; I would be glad to send them to all of them. 

Mr. Marble. For a compensation? 

B£r. Jumper. Yes, sir. 

Mr. Marble. What proportion do ^ou send them to of the grain buyers? 

Mr. Jumper. I send them to practically all of them in a certain territory. 

Mr. Marble. Can you state what that territory is? 

Mr. Jumper. It is from Twin Brooks, on the east side of the State on the Milwau- 
kee road to Eiureka and Evarts, on the other side of the State, on the Missouri River; 
then from Edgeley on the north — ^that would be the north end of the Milwaukee — ^to 
Beidsville on tiie south, a distance of about 100 miles, on the different roads in that 
territory. 

Mr. Marble. To how many elevators do you send those prices? 

Mr. Jumper. About 200. 

Mr. Marble. Do you send to any grain dealers who are not grain buyers? 

Mr. Jumper. Quite a lot of them to the millers. 

Mr. Marble. How many of the cards do you send all told? 

Mr. Jumper. I do not send any cards. 

Mr. Marble. Well, Quotation? 

Mr. Jumper. I merely telephone or send a telegram, which reads: ''Advance 
wheat one-hall cent," or reduce it, or whatever it is. They are not confirmed by a 
card. I did it years ago, but I don 't now. 

Mr. Marble. How many buyers are advised by you in that way? 

Mr. Jumper. I should think about 200. 

Mr. Marble. Now, do you advise simply one buyer at a point, who advises other 
buyers? 

Mr. Jumper. I do. My telephone message, or telegraph message, goes to one 
person, and he notifies the other. 

Mr. Marble. The others at that point? 

Mr. Jumper. Yes, sir. 

Mr. Marble. He notifies the others whom you have told him to notify? 

Mr. Jumper. Yes, sir; he had a list of the people who participate in the expense. 

Mr. Marble. How long have you been doing that? 

Mr. Jumper. I oonmienced in October, 1891. I think 1 originated this system of 
making prices. In October, 1891, the prices were made in our territory direct from 
Minneapolis by each line, and there used to be a string of telegrams come along. 
The service was not very good. Sometimes when they were transferred, they would 
lie over night without going from Aberdeen, that being the terminal point. I con- 
ceived the idea of ma^ng thia cheaper, and I went down to Minneapolis and saw 
the Empire Elevator Co., and I proposed that they send one telegram to me and I 
would distribute telegrams for 40 cents thenj they were to send one telegram to 
Aberdeen, and then I would distribute them either over the long-distance telephone 
or by wire. That was the starting of this system of fixing prices. Then a year or 
two later I thought they could save money *by notifying one buyer, instead of send- 
ing a tel^ram to all of them. At some stations there are five or six buyers at a sta- 
tion; and that arrangement was made. That still further saved money for them. 

Mr. Marble. The matter was arranged in Minneapolis, then, rather than in the 
territory affected? 

Mr. Jumper. The first arrangement? 

Mr. Marble. Yes, sir. 

Mr. Jumper. Oh, yes. 

Mr. Marble. And then did you have a meeting of the people here? 
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Mr. Jumper. No, sir; the thine was all done in the one office. I think I have 
never had a message from anybody except the Empire Elevator Co. in the 15 years. 
Mr. Marblb. The Empire Elevator Co. send you your prices? 
Mr. JuifPBR. Yes, sir. 

Mr. Jumper. When we started in 1891, they first sent me a letter giving the prices 
for certain stations; and then, of course, after that it was advanced a cent or a hsdf 
cent or reduced a cent or a hsii cent. Then, of course, at the station they kept their 
own record. 

Mr. Marble. Did you know how that price was made up which was sent to you 
originally? 

Mr. Jumper. No, sir. 

Mr. Marble. Did you know what elements it included? 

Mr. Jumper. No, sir. 

Mr. Marble. From your observation as a grain man, I will ask you, does it in- 
clude a profit for the dealer buying the grain? 

Mr. Jumper. Yes, sir. 

Mr. Marble. Do you know what profit it includes? 

Mr. Jumper. I will illustrate that. I testified before the Interstate Commerce 
Commission at Washington, after conducting this business for 10 years, and I had 
the records then every day of Minneapolis, as well as Aberdeen, and the average for 
each year, and perhaps for the 10 years, that I testified to in Washington, was a little 
fraction under 3 cents profit. That was 3 cents and the freight. For instance, if 
the freight was 8 cents, our spread would be 11 cents. 

The Hoskins service. — ^About 1895 a country price service was 
being operated for the use of the line-elevator companies by A. J. 
Hoskins, of ^Minneapolis, though Hoskins testified that the arrange- 
ment was started before his time and that there had been a man in 
the office before him that handled it. 

~ Mr. Marble. What is your business? 

Mr. Hoskins. I ha^idlei prices for the elevator companies in the northern country. 

Mr. Marble. What do you mean by ' ' handle prices? " 

Mr. Hoskins. Well, I put out changes of price every day. They occur nearly 
every day, and 1 have a basis, as we call it, printed off on a sheet and the changes 
that are to be made, and send them around to the different elevator offices. 

Mr. Marble. Have you made your prices up in the same way from the beginning 
of this employment? 

Mr. Hoskins. I have always gotten them from somebody. We have a price com* 
mittee that gives me instructions each day what price to give out, and I follow those 
instructions. 

1^. Marble. You do not use your own judgment as to the price? 

Mr. Hoskins. No; except in a single day when the committee is absent from the 
floor, and I try to handle tne thing the best I could, but not over a dozen days a year 
that way. 

Mr. Marble. Who now constitutes that committee? 

Mr. Hoskins. Mr. Magnusson, president of the Northwestern Elevator Company, 
Mr. Andrews, of Andrews & Gage, and Mr. F. J. Smith of the Osbom McMillan offices 
are the active officers. Eeally Mr. Magnusson and Mr. Andrews are the active men. 
Mr. Smith comes around about once a month, Mr. Magnusson nearly every day, and 
Mr. Andrews almost every day; and, then, I think Mr. Marfield and Mr. Wendel are 
members of that committee, but never take any hand in fixing prices at all. 

Mr. Marble. What length of time does the committee serve? 

Mr. Hoskins. Well, until some other committee is appointed, I suppose. Mr. 
J. F. OaigiU had charge of the matter for, I should say, about eight years. 

Mr. KooN. Now, aside from this arrangement you have been talkiag about, you 
are now sending out these basis cards of yours to various corporations and persons? 

Mr. Hoskins. Well, 1 distribute a notice amons the elevator companies here in 
the dty and mail a few out of town, and I also sena out postal cards. 

Mr. KooN. Do you send the same things to people other than the elevator companies 
here in the city out in the country? 

Mr. Hoskins. Yes, sir. 

6e076«— 22 ^15 
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Mr. KooN. Do you send to independent dealers? 
Mr. HosKiNs. The postal cards; yes, sir. 

Mr. KooN. Are they substantially the same as you send the people here? 
Mr. KooN [HosKiNs]. They are me prices to be paid at the stations to which they 
are sent. 

* « * * « « « 

Commissioner Lane. Was this conmiittee given power to fix prices? 

Mr. HosKiNS. They were not given any power. They were simply appointed as 
a price committee, as I understand. 

Commissioner Lane. What does that mean? 

Mr. HosKiNS. To designate what changes of price should be made from day to day. 
It is a case of advance or reduce the price. 

Mr. McGee. Based on what? 

Mr. HosKiNS. On the market. 

Commissioner Prouty. You say you had meetings here at which the maigin was 
determined. What do you mean by " the margin? " 

Mr. HosKiNs. Well, say they woiid decide at a meeting that they would buy wheat 
until further notice on 2 cents and fractions. 

Commissioner Prouty. Two cents and fractions above what? Go back now to the 
price your committee fixes. Your price committee fixes a price and gives that price 
to you and you send that price to the elevator people . The margin is a certain amount 
to be chaiged above [below] that price in the country, is it? 

Mr. HosKiNS. Yes, sir. 

Commissioner PROUtY. So, when you send to the country station, you add to 
[deduct from] the price given you by the price committee this maigin and the freight? 

Mr. HosKiNS. Yes, sir. 

Commissioner Prouty. And that constitutes the price at the country stations? 

Mr. HosKiNs. Yes, sir. 

Comnussioner Prouty. After the maigin has been fixed by these eentlemen, is it 
not your understanding that that is the price that is going to be paid tnere? What do 
you fix this margin for? 

Mr. HosKiNs. So as to get a basis for the price in the country. 

Commissioner Prouty. That they are going to pay in the country? 

Mr. HosKiNs. Yes, sir..* 

« « « « « ' * « 

In 1907 Hosldns died and his card service was tal^en over and 
operated for several years by F. R. Durant, of Minneapolis, who also 
operated a card service known as the Grain Bulletin.® Subsequentlv 
the two services were merged in the Grain Bulletin, which was grad.- 
uaUy extended to include a lai^e proportion of all country elevators 
in territory tributary to Minneapolis and Duluth. 

Section 4. Develapment of Grain Bulletin (Dorant's) service. 

It has frequently been alleged by certain farmers' and independent 
elevators, and also others, that the Grain Bulletin Card constitutes a 
price-fixing mechanism dominated bv line company interests. The 
fact that Mr. Dxu'ant was associated, with a line company prior to 
imdertaking this service, that the Grain Bulletin when nrst organized 
was financed by an association of line companies and that Mr. Durant 
has continued, at least imtil very recently, to disburse funds provided 
by line companies and other terminal market grain concerns for 
political and other purposes, have all tended to arouse suspicion of 
the Card and its purposes and to create the belief that in some way 
or another it is operated in the interest of the line-elevator companies 
and against the interests of both independent and cooperative eleva- 
tors and the producers. Accordingly, the history and operating 

» op. cit., S. Doc. 278, pp. 930, 042, 948. and 949. 

* A card servico similar to those described was also operated in Iowa by W. O. Case. This service had 
350 subscribers in 1906, according to testimony before the Interstate Commerce Conmiission (op. oit., 8. 
Doc. 278, pp. 689ff). The territory covered was later absorbed by the Qrain Bulletin service, although 
it is not now covered by the latter service. 
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Eolicies of the Grain Bulletin and the relations of Mr. Durant to the 
ne companies have been carefully examined in an effort to determine 
to what extent weight is to be attached to such views. 

Early organization. — ^F. R. Durant was first an employee of a line 
company, later acted as a^ent for an association of tnese concerns, 
and since 1907 has operated his service as a personal enterprise 

The origin of the Grain Bulletin Card is described by Mi. Durant 
as follows : 

I was in the employ of one of the line companies and this comj>any sent out the mar- 
ket for all the dealers on the Northwestern road, in those days it was the rule for each 
company to send the markets to their own buyers and these cards were instructions 
to pay so much imtil further instructions and were signed by the company sending 
them, when these other companies noticed this form it was suggestea that such a 
form was not proper when sent to the buyer of some other company, so the form was 
changed to show just the values quoted for each station and each company instructed 
their own buyer as to the manner in which these values were to be used, and all 
cards were signed by me instead of the company; this brought my name to the atten- 
tion of grain dealers throughout the countnr, the local dealers and small line com- 
panies whose head office was not located at Minneapolis and they ai^ed for this same 
information, so a regular clu^e for the service was determined and all regular dealers 
asking for the service were given it. It finally came to a time when the demand for 
such information was so laree that I could not attend to this and also to my work 
with this company, and believing there was more of a future in furnishing these 
market quotations I gave up my position to devote all my time to it. 

The usefulness of this service to the line companies is explained 
by Mr. Durant in the following language: 

The first early years we operated only down in southern Minnesota, northern Iowa, 
northeastern Nebraska and southern South Dakota, the old settled grain communities. 
The real object of-H^eal style of the card was due to these gridiron railroads down there. 
The towns were so close together that it was an easy matter for a man to haul to one 
town or another, two or three towns, * * *. The telephones were not as numerous 
as they are to-day, so that the agents of the company were continually complaining 
such and such a station was offering more for grain than they were offering and they 
conceived the idea that if there was a uniform card based on a maximum mai^n that 
went into those towns down there they could to a certain extent instruct their agents 
that the Basis at these other towns having the same freight rate was identical with 
their basis, and in that way eliminate a good deal of this confusion caused by these 
stories that the farmers were telling. 

The first oi^anization as formed in 1902 was an association of 
line-elevator companies designed to finance such a price-card service 
to be administered by F. R. Durant. According to him this association 
absorbed the subscribers to the J. W. Brownell card, which (as he 
recollected it) was put out from Fort Dodge, Iowa. The organiza- 
tion was without articles of association or officers until 1905, when 
Mr. Dm'ant's counsel advised that he considered it — 

unwise to continue your operations without a formal organization, definitely and 
specifically limiting and prescribing your objects, purposes, and intentions, and 
definitely prescribing and limiting the powers and duties of your ofHcers and agents. 

In 1905, therefore, the association was formally reorganized (al- 
though not incorporated) with 18 line-company members who were 
financially responsible for the service. The following declaration of 
purposes was stipulated in the articles of association: 

Kecognizing and appreciating the advantage of cooperation in securing and dissemi-* 
Dating any and all proper information for our mutual convenience, benefit^ or pro* 
taction, we, ^e undersigned purchasers and dealers in grain, have orgamzed this 
association. 
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An advisory committee was appointed to conduct the enterprise 
and determine "what would be a fair basis for the card."' 

The arti(^les of association provided that no ''regulationis or by-laws 
shall be adopted by this association in any manner stifling competi- 
tion, limiting proauction, restraining trade, regulating pricey, or 
pooling profits. On legal advice they were especially drawn to 

Erohibit coercive measures or discrimination of any objectionable 
ind. Any regular purchaser, or dealer in grain, whose business was 
located within the territory of the association was eligible to mem- 
bership,« if approved by the advisory committee upon the payment 
of a membership fee of $1 per year and a subscription charge of not 
to exceed $1 per month.® 

From 1905 to 1907 the advisory committee met with some regu- 
larity, the Grain Bulletin accounts were audited by officers of the 
association, and the service was more or less closely supervised by the 
organization. In the fall of 1907, however, Mr. Durant extended his 
territory, increasing the list of subscribers, and proceeded to finance 
the enterprise himself. From that time on the old articles of associa- 
tion were ignored and the association ceased to function, although it 
was never formally dissolved.^® In 1913 he ''formally assumed the 
organization as an individual" and in the following year he stated 
to the Department of Justice that — 

The Grain Bulletin is my enterprise. It is not an organization, properly speaking. 
It is managed by me and serves grain dealers who subscribe for the service. The sub- 
scribers have no connection with each other through me or the Bulletin. I have 
spoken of the subscribers as an association because I consult with them as to the 
service." 

Section 5. The system in operation. 

At present the Grain Bulletin furnishes all coimtry shippers or 
buying agents subscribing to its card service with daily countrv price 
lists based on the previous day's market " at Minneapolis or Duluth. 
To those subscribmg to its supplementarjr wire service it also sends 
telephone or telegraph messages transmitting market changes imme- 
diately after the close of the market. These subscribers also receive 
notification by wire of any important market fluctuations durine the 
day (Vol. I, Chap. VII, sec. 1)". There is also furnished to the head 
office manager of each line company a daily abstract of the cards 
issued to the local elevators of that concern. 

For the purpose of distributing his cards Mr. Durant has divided the 
territory covered hj the Grain Bulletin into two zones. These zones 
are further divided into groups, there being 14 in all. The grouping 
is based on freight rates, all stations within any group having approxi- 
mately the same freight rate to Minneapolis or Duluth, the greatest 

f From interview with Mr. Durant. Cf. also Mr. Durant's testimony before the Interstate Commerce 
Commission, op. cit., S. Doc 278, pp. 965ff, which contains further details of the early history of the Grain 
Bulletin. 

Such membership, however, did not Involve imy financial responsibility such as that sustained by the 
18 active members referred to above, according to Mr. Durante testimony. Only those who assumed 
financial responsibility were technically members and these others were as a matter of fact subscribers 
to the service and were so termed. (Op. cit., S.Doc. 278, pp. 966-967.) 

» Cf . Ill and IV of the Articles of Association. 

^^ Mr. Durant stated to the Commission that on Dec. 1, 1914, he closed out the Grain Bulletin guaran- 
tors' fund, crediting the balance ($2,842.53) to profit and loss. 

u The Grain Bulletin has been investigated by the Minnesota Le|islature (1905 and 1913), by State 
railroad and war^ouse commissions in the Northwest, by the Unitea States Interstate Conmierce Coin- 
mission (1906), and by the United States Department of Justice (1914), and by others. 

12 Many elevators close to Minneapolis, however, receive the card before the close of the day on whidi 
the prices are based. 
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difference in a group being one-half a cent. Each group contains 
several mailing points, as indicated in the table below. The stations 
¥rithin each group are classified by rate numbers^ i. e., those stations 
within the group operating on the same tariff for the five grains and 
flax are classed under a rate for the convenience of the main office. 
This number is referred to to find .the freight charge which must be 
deducted from the basis price before the card is sent out. 

The table below shows the js;eneral arrangement of groups and 
mailing points for the Grain BuDetin card service: 

Group organization of the Grain Bulletin service (1920). 



Group 
No. 


Territory. 


Mailing points. 


Number 
of cards 

dis- 
tributed 
(May 5, 
1020). 


1 


Soiiithern Minnesota 


Minneapolis, Minn 


570 




South Dakota 


75 


2 


Aberdeen 

Minneapolis 

Madison 


171 




Section of central Minnesota 


1S4 
99 


3 


Minneanolis 


139 


4 


do 


do 


38 


6 


Alone nixthwn boondarv of South Dakota 


do 


64 




Northern half of Mhmesota 


Aberdeen 


115 


6 


Minneapolis 


295 


7 


Along eastern boundary of North Dakota 


do......::...: 


235 


8 


Irreeular section in southeast North Dakota 


do 


392 


9 


Section in n(HrtheA!ft North Dakota ...... 


do 


155 




Section alone Canadian txmndary in North Dakota 


Devils Lake. . . 


42 


10 


Minneapolis 


161 


104 


Northwest North Dakota 


do......: : 


212 


11 ;:; 


Central North Dakota along east shore of Missouri River. . . . 
North Dakota, southwest of the Missouri River 


do 


155 




Mftndi^n... 


58 


12 


Devils Lake 


76 




"O. F." Montana 


Mftndan.... 


116 




Aberdeen 


73 


13 


Great Falls 


134 






Bozeman 


23 




Forsyth 


37 









Total number of groups 14 

Total number of mailing points 9 

Totalnumber of cards 3,655 

The BASING 8HEET.-r-The prices sent to individual stations by the 
Grain Bulletin office are computed from a basing sheet which sets 
forth terminal values for given varieties and weights of grain less a 
handling margin. The daily card prices are computed by subtracting 
freight chaises from the appropriate figures on the basing sheet. 
The following is the sheet used on May 5, 1920: 
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Sl^-SPBCIMEN OF BASING SHEET USED BT THE GRAIN BULLETIN OFFICE ON 

MAT 5, 19». 



G.F.13 11 10| 



Northern pobits. 
10 9 8 7 6 Nor. spring. 6 



Soathem points. 
3 2 1 



a06 305 300 305 300 300 300 300 300 No. 1 

300300205300295295295205205 No.257| 

295 295 290 205 290 290- 290 290 200 No. 3 

275 275 270 275 270 270 270 270 270 No. 4 

261 261 261 261 261 261 261 261 261 No. 5 



300 300 300 300 300 

295 295 295 295 295 

285 285 285 285 285 

265 265 265 265 265 

255 255 255 255 255 



40-491^ otherwise No. 5, 34; per pound less than No. 5; other Ilf^t-weight wheat depends on quality. 

Orps. 1-2-3-4 & 5 No. 1 Dark Nor. 5t #2 5^ 3 & 4 5i lower grades 2t more than Nor. 
Orps. 6-7-8 & 9 No. 1 Dark Nor. lOt #2 loe 3 <& 4 5i lower grades 2e more than Nor. 
Grps. 11 No. 1 & 2 Dark Nor. 15e; ^ 15e; #4 lOe lower grades 2t more than Nor. 
Orps. 10-101 4e 12 No. 1-2 Dark Nor. 20t; it3 20e #4 15t lower grades 5t more than Nor. 

Duram in spring lOt less spring grade. 

Hard winter. 

290 285.No.l6Q|» 285 285 285 285 286 

285 280 No.258 280 280 280 280 280 

275 270 NO.3S0 270 270 270 270 270 

260 ... 255 No.454: 260 260 260 260 260 

251 246 No.551# 250 250 250 250 250 

Durmn. 



275 275 275 275 275 275 275 275 275 No. 1 
2/2 272272272272272 272 272272 No. 2 
267 267 267 267 267 267 267 267 267 No. 3 
260260260260260260260260260 No. 4 
2562562S62S62562S62562562S6N0.5 51 



275 

272 

267 (The same as groap 5.) 

260 

256 



40-50|^ otherwise No. 5, 3f per poimd less than No. 5; other U|^t-welc^ duram depends on quaUt/. 

Orps. 6-7-8-9 & 11 No. Idi2 amber 2^; #3 2t lower grades 2e more than dunmi. 
Grps. 10-10^12 No. 1 <& 2 amber 2t; #3 2t lower grades 2t more than durum. 

Amber 2 cents more than durum at southern pointB. 

Spring in durum 4 cents less durum grade. 

Bed durum 7 cents less than durum. 



433 

428 



98 
96 



(The same as group 6.) 



(The same as groop 6.) 



Flax. 

438 No.l 
433 No. 2 
423 N.G. 

Oats. 

97 NO.320S 97 
94 No.4^ 94 



435 

430 (The .same as group 5.) 

420 



97 
94 



97 
94 



97 
94 



97 
94 



It discount per pound under 26#. 

Com. 
66|(yel.sheU 163 163 163 163 163 

5^ discount per pound under 55)(. 

\niite It; mixed 2f ; ear 5t discount. 



Barley. 



(The same as groop 6.) 



156 No. 2 
152 No. 3 44 
146 No. 4 41 



159 

155 (The same as group 5.) 

149 



(The same as group 6.) 

North Dakota. 

No. 1 mill oats dockage S27.00 
No. 2 mill oats dockage 122.00 
No. 3 mill oats dockage S17.00 



2t discount pet pound under 46|(. 

Rye. 
203 No. 2 54^ 199 (The same as group 5.) 

It discount per pound under 54#. 
Spdtz cwt. $2.72. 



The card service. — ^The system followed in making up the cards 
is as follows: After the closing price committees (Chap. IX) of the 
Minneapolis and Duluth exchanges have arrived at the closing values 
for the day the basing sheet is made up in Mr. Durant's office. That 
iSf Mr. Durant estimates the closing values generally on the basis of 
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"to-arrive" prices,^ and from these figures deducts a certain han- 
dling margin to cover the shipper's operating costs and profits. As 
wmbe explained presently, the 'handling margin*' was prior to 1917 
altered on request of local buyers. From the prices recorded on the 
basing sheet, freight rates to the nearest termmal (as per published 
tariffs) are deducted and the prices resulting from this computation 
are sent out to the country markets on post cards. 

As Mr. Durant has freauently stated, each card represents, in theory, 
a nainimum price list** lor buyers at the coimtry station where it is 
received. Iiie prices examined by the commission below tend to verify 
this statement. In the majority of cases country elevators have not 
followed the card without deviation, and these deviations from the 
card have tended to be over rather than under the list. (Sec. 7.) 

The following is a specimen of the card as sent out May 5, 1920. 

Fonn S2.-GBAIN BULLETIN CARD (DUBANT'S). 

Miimeapolis, Minn., May 5, 1920. 

No. 1 nor. spriii SSj test ." 290 

No.2 " " 57# " 285 

No.3 " *' 55# " 280 

No.4 " ** 55# " 260 

No.5 *' " 50# ** 246 

40-49# otherwise No. 5, 3<^ per pound lees than No. 5; other lightrweight wheat 
depends on quality. No. 1 and 2 dark nor,, 20^; p 20^; {(4, 15^; lower grades 5^ 
more than nor. 

Durum in spring, 10^^ less SPG. grade. 

Durum.' Winter. 

No. 160#test 260:1- 

No.258# ** 257:2- 

No.356# " 252:3- 

No.454# '* 245:4- 

No*551# ** 241:6- 

40-^ otherwise No. 5, 3^ per pound less than No. 5 other light-weight durum 
depends on quality. No. 1 and 2 amber 2^;; p, 2<^; lower grades 2 cents more than 
durum. Spring in durum 4^ less durum grade; red durum 70 less than durum. 

No. 1 flax 424 No. 2; 419 N.G.. 409 

N o . 3 oate 26# test 89 

No.4 " 23# '* 85 

l0 disc, per pound under 26#. 

No. 2 barley 46# test 144 

No.3 " 44# " 140 

No.4 " 41# " 134 

20 disc, per pound under 46#. 

No. 2 rye 54# test 110 

10 disc. i>er pound imder 54#. 

No. 1 mill oat dockage cwt . . 110 

No.2 ** '* '* *' 85 

No.3 " " " " 60 

Timothy cwt. : Speltz cwt 245 

P26nor. 5i 

The Grain Bulletin. 

u As shown below, the closing tcHurive price is not invariably the basis. The reasons for following 
to-arrive rather than spot quotations are apparent. Several days must elapse between the time of 
of purdiase in the country and the time of subsequent delivery for sale, or to apply on sale, at the terminal. 
The quoted Minneapdis or Duluth to-arrive price indicates the value of grain to oe ddivered at the terminal 
market within 20 days of the date of sale. Aocordin^y this price oflFers a mwe accurate basis for country 
values than would be true of spot quotations. The closing prices usuaUy are quoted as a range. Mr. 
Durant has stated that the low of the to-€urrlve range is usually employed in the territory where the poorer 
varieties are grown, notably the southern territory— southern Minnesota and South Dakota—end the hi^ 
in the better territory— northern Minnesota and North Dakota and Montana. An examination of the 
ba^g sheet above shows that northern point basis prices for wheat run higher as a rule than those for 
southempoints. ^ ^ 

14 The Minnesota grain and inspection department stated (May 6, 1920) that most dealers preferred the 
Orain Bulletin card quotations for the reason that it furnished a rninimnTn station value for a guide in 
buying, and also gives average values on lower grades of grain which are not furnished by other agencies. 
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The above card was sent to a station in group 10^ under rate 5^. 
On the day it was mailed the closing ** to-amve'' price of No. 1 north- 
em spring wheat at Minneapolis ranged from $3.10 to $3.15 per 
bushel. On the Grain BuUetm basis sheet (see above) the price for 
group 10^ was set at $3.05, allowinj^ a margin of 10 cents off the high 
of the ''to-arrive" close (note 13) lor the elevator's cost and profit.*^ 
The freight cost to be deducted under rate 5^ for wheat shipped from 
this station (after allowing a 3 per cent war tax and reducing to a per 
bushel basis) was 15 cents. Subtracting this from the basis price 
($3.05) left a country price ef $2.90, which was listed for "No. 1 Nor. 
spring 58# test'' on the Grain Bulletin card (Form 32). 

It should be made clear that the basis sheet shows only so-called 
"normal" margins off the terminal prices, i. e., does not provide for 
unusual market influences, either in the country or the terminal mar- 
ket. Mr. Durant has stated that it has been the practice each crop 
year to start the cards off on the same basis at all stations. In prac- 
tice, however (prior to .the war), many of the cards were put on a 
" special " basis, being adjusted on the recjuest of local buyers. Con- 
sequently a card index was kept of stations receiving special cards, 
and it was necessary to consult the memoranda in this index after 
''normal'' card prices had been made up from the basis sheet to 
determine the card price for those stations on a special basis. The 
memoranda generally showed the name or initials oi the local concern 
reouesting a change in the Grain Bulletin prices, as appears in the 
foUoiwing extracts from the index used: 

Luverne, N. D.: 

8/25/16 -Oriffith Bros, thru McCabe 
W&DlloffDul. high 
Flax 13 " ** 
Oats 6 " ** 
Barley 16 " " average 
Lovell, N. D. : 

9/27/15 Print with Cooperstown 

Accnt 8/21/16 
10/16/16 
Far Cooperstown 
Litchfield, Minn.: 

9/7/15 Wheat & dur 6 off low arr Flax 8 off low aw 
Farmers Oats 4 off arr Com & rye 6 off arr 
Bly 6 off arr 
Lisbon, N. D.: 

2/14/16 Equity-wht dur Bly 12 off high 

2/a rye 12 off low flax 14 OatB7offhigil 
Lemert, N. D.: 

9/13/15 Wht. & dur 11 off high V C F. J. S. 

In 1917 Mr. Durant claimed that there had never been a time when 
more than 6 per cent of the stations receiving the card were on a 
special basis. Some few months after the outbreak of the war Mr. 
Durant took the position that imder the conditions prevailing it 
would not do to discriminate between towns at all and abolished all 
special cards. The practice does not appear to have been reem- 
ployed, as according to Mr. Durant no special cards have been used 
since that time, all stations being ''on the normal basis with the 
exception of a few stations where the freight rate break comes so that 
a very small town would have a basis 1 cent lower than a much 

16 For certain other of the northern points and all of the southern the price was set on the basing sheet 
at 13, or 10 cents off the low of the 'Ho-arrive" close $3.10 (note 13). 
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larger competing town." In such case the cards for the small town 
have been printed on the same basis as those of the larger. 

Caed prices July to Octobeb, 1920. — While the closing ^'to- 
arrive'^ prices are probably, as previously indicated, most fre- 
quently employed as a basis from wnioh to determine the card price, 
tnis is dependent largely upon the market conditions, and the basis 
may change frequently, especially when market conditions are 
abnormal. This can be illustrated by the situation in 1920 with 
reference to wheat. During the summer and fall of 1920, after the 
resumption of future trading, the methods employed by Mr. Durant 
in determining the country prices for wheat reflected the uncertain 
market conditions. 

From July 15 to 31, he reports that the card ^' was based at freight 
and 10 cents off the ' to-arrive' values." For the first six days of this 
period the to-arrive and spot quotations were identical, both showing 
a premium of about 40 cents over the December option. On and 
after July 21 the to-arrive prices began to show a discount with 
reference to the ''spot." This appears from the following closing 
price figures for No. 1 dark northern spring wheat: 

[High of closing prices.] 



Date. 



1920. 

July 15 

16 

17 

19 

20 

21 

22 

23 



"Spot." 


"To- 


December 


arrive." 


future. 


$3.10 


$3.10 


$2.67i 


3.05 


3.05 


2.57 


2.95 


2.95 


2.49 


2.90 


2.90 


2.57 


2.95 


2.95 


2.56) 


3.00 


2.95 


2.54 


3.05 


3.00 


2,56) 


3.10 


3.00 


2.55J 



Date. 



1920— Continued 

July 24 

26 

27 

28 

29 

30 

31 



"Spot." 


"To- 
arrive." 


$3.05 


$3.00 


2.95 


2.90 


2.80 


2.70 


2.75 


2.60 


2.80 


2.60 


2.70 


2.45 


2.50 


2.32 







December 
future. 



$2.5U 
2.43{ 




From August 2 to and including August 26 the December option 
was used as a basis, apparently with a view to giving the country 
shipper an opportunity to hedge. No handling margin was aUowed 
on this basis ibecause of the discount on future prices. '^The card 
was based at freight off the value of the December future,^' either 
Minneapolis or Dulutn, whichever was the higher." Also, "from 
and after August 10" freight rates were taken Irom the new tariflFs 
to be effective August 26. Moreover, "from and after August 21 
wheat values were for the new crop, old crop selling from 5 to 10 
cents more for a tune." The closing prices during this period (for 
No, 1 dark northern spring wheat) were as follows: 

[High of closing prices.] 



Date. 



1920. 

Aug. 2 

3 

4 

5 

6 

7 

9 

10 

11 

12 

13 



Minneapolis. 



"Spot." 



$2.40 
2.50 
2.60 
2.70 
2.85 
2.75 
2.75 
2.80 
2.90 
2.95 
2.90 



a 



To- 



arrive. 



>} 



$2.28i 

2.48^ 

2.56 

2.53^ 

2. 48 

2.46 

2.574 

2.631 

2.69 

2.65^ 



December future. 



Minne- 
apolis. 




Duluth. 



$2.m 
2.29 
2.32 
2.41 
2.42 
2.35 
2.34 
2.39 
2.381 
2. 
2. 



1.38% 
2.441 
i.42| 



Date. 



1920. 
Aug. 14 
16 
17 
18 
19 
20 
21 
23 
24 
25 
26 



Minneapolis. 



"Spot. 



tt 



12.80 
2.80 
2.85 
2.85 
2.80 
2.70 
2.60 
2.47 
2.55 
2.60 
2.60 



tt 



To- 
arrive. 



» 



|2.50i 
2.52^ 
2.564 
2.56 
2.53ft 
2.50| 
2.48 

2.4H 
2. 44 
2.50 
2.50i 



December future. 



Minne- 
apolis. 




Duluth. 




!• I. e.j freight from the local country station deducted from the price of the future. 
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From August 27 to October 26 Mr. Durant used the "to-arrive'' 
price basis, with freight and 10 cents oflF, to determine the prices 
quoted on the card. (The Duluth to-arrive price was used on Sep- 
tember 3, Minneapolis being followed on all other days up to and 
including October 26.) The closing prices during this period were as 
follows: 

[High of closing prices.] 



Date. 



1920. 

Aug. 27 

28 

30 

31 

Sept. 1 

2 

3 

4 

7 

8 

9 

10 

11 

13 

14 

15 

16 

17 

18 

20 

21 

22 

23 

24 

25 

27 



"Spot." 



"To^urrive." 



Ordinary. 


Fancy. 


12. 5U 




2.471 
2.50' 






2.52 




2.53i 




2.63) 




2.541 


12.641 



2.60| 
2.5^ 




2.63 



Decem- 
ber 

future. 



Date. 



1920. 

Sept. 28 
29 



Oct. 



30 

1 

2 

4 

5 

6 

7 

8 

9 

11 

12 

13 

14 

15 

16 

18 

19 

20 

21 

22 

23 

25 

26 



"Spot." 



"To^urrive." 



Ordinary. 



Fancy. 



2. 
2.: 



Decem- 
ber 

future. 



The column of prices headed fancy " applied only to hard spring 
wheat of higher milling value than the general run and grown largely 
in western North Dakota and Montana. From and after September 
13 this quality of wheat was quoted on cards in that territory." 
The use of this quotation showmg a premium on fancy wheat was 
discontinued on October 20, since only a small quantity of such wheat 
was appearing in the markets. 

The wikb service. — By arrangement with the telephone compa- 
nies and through the regular commercial telegraph service the Grain 
Bulletin operates a wire service in addition to the card and on a dif- 
ferent subscription basis. Subscribers to this supplementary service 
are furnished oy wire with prices immediately upon the close of the 
market each day, which prices are subsequently confirmed by the 
card. They are also furnished with important changes in the market 
during tramng hours and often in time to apply on purchases during 
the day. Almough the telephone companies make concessions in 
providing open wires promptly after the close of the market and in 
relaying messages, there are no special contracts and no leased wires. 
Mr. Durant has described the services as follows : 

It is a very good revenue-producing thing for the telephone companies, and they 
give me excellent service. I get the telephone calls out of here frequently in five 
minutes or seven minutes, whereas anybody putting in an individual call sometimes 
waits two or three hours to get it; but, you see, they are ready for me at 1.20 every- 
day. I have a private phone right to the toll board. I take aown my receiver, and 
almost invariably the operator will say, ^'Here is Minot " just as quick as I take down 
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the receiver, or "Here is Aberdeen,'* or some other place. I get it immediately. 
Then, just as soon as I am through with that station, she generally has another one 
ready lor me. 

That is, Mr. Durant is given open circuits successively to a few 
distributing points, from which the messages are relayed promptly 
to the numerous stations at which the service has wire suDscribers. 
Tlie messages are usually received by a designated elevator manager 
or operator at each station, who agrees to distribute the same to the 
other subscribers before making use of them in the local market. 

The Montana service. — In 1916 the Grain Bulletin service was 
organized in Montana through the agency of the Northwestern Grain 
Dealers' Association. The secretary oi that association at Great 
Falls acted as a local distributing agent. The foUowing circular 
letter, issued in September, 1916, to Montana shippers, is- a compre- 
hensive statement of the entire service as viewed oy its promoters: 

The grain dealers of Montana, wishing to obtain a more equitable and economical 
arrangement for the dissemination of information relating to the terminal value of 
grain nandled by them, have, through the Northwestern Grain Dealers' Association 
arranged with the Grain Bulletin, of Minneax>olis, to establish their quotation service 
throughout the State. 

The Grain Bulletin was established some 15 years ago to meet such a condition as 
now exists in Montana. It does not undertake to dictate to its subscribers what they 
shall pay for grain, but collects all information at the terminal markets of value in 
determining what may be paid at individual stations after deducting freight to ter- 
minal, cost of operating, oliier fixed expense, and a reasonable margin of profit. 
Then, witii this information before him, the subscriber is in position to know just 
what he can afford to pay, and, as the information is as a rule posted in tiie elevator, 
the producer too may see what is a fair value for his grain. 

An office has been opened in Great Falls by the Grain Bulletin, in room 434, Ford 
BuUdin^, at whidi the information will be compiled; other distributing points in the 
State will be established as there is necessity for them. After being compiled the 
quotations for the day will be printed on postal cards and mailed to the individual 
stations by the first mail after the close of tne market. Bulletins are also issued from 
time to time giving valuable information relating to unusual terminal conditions 
which subscribers may take advantage of for their own protection if the^ so desire; 
in other words, it is with the subscriber to make such use of the information sent out 
by the Grain Bulletin as best suits his and his patrons' interests. 

Of the elevators in Minnesota, North and South Dakota, which are tributary to 
Minneapolis and Duluth more than 90 per cent are subscribers to this service, and 
for several years past the service has been in use on the main line of the Great Northern 
in Montana and on the Northern Pacific and Milwaukee in the extreme eastern part 
of the State. 

For this service the Grain Bulletin makes a charge of 90 cents per month, pavable 
quarterly in advance, or $10 per year if paid in advance, the reason for the reduced 
rate by the year being that the one pa3rment effects a saving in bookkeeping, sta- 
tionery, postage, and exchange. 

In admtion to this card service the Grain Bulletin maintains a system of advising 
each station of ihe day's market change immediately after the close of the market by 

Ehone or telegraph, the report of change being sent to one dealer at each station and 
y this dealer snared with all others at that station; for this service a charge just 
sufi&cient to cover the cost of rendering it is made, proportioned equaUy among the 
dealers at each station. 

The subsequent development of the wire service in Montana is 
illustrated by a letter sent in confirmation of a telegram advising 
fluctuations m the market: 

Northwestern Grain Dealers' Association, 
A T RoHLF Great Falls, Mont. y December J, 1916. 

Manager Equity Cooperative Assoi^Hon, Highwood, Mont, 

Dear Sir: November 29 we wired you and hereby confirm, as follows; 

"Northwestern Grain Dealers' Association, 

"(Care of A. T. Rohlf, Manager Equity Cooperative Association,) 

Highwoidf Mont, 
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"Wheat up two. ^ Winter up two. Durum up five. Flax up six. Give this also to 
the other elevators in High wood. Letter follows." 

This is in accordance with the plan of uniform distribution of market quotations 
now being put into effect, whereby one message goes to each ^oup of elevators for 
use of all in that group, we P^X^g initial expense and pr(H*ating at end of month 
equally to all in the group. This wire will be sent to you for one week for all in your 
group. And not to be used by any in the |;roup until all have had it. The next week 
the Gallatin Valley Milling^ Co. will get it for all in the same way. And the next 
week the Greely-Schmidt Elevator Co. will get it in the same way, and after they 
have had it for a week it will come back to you and make the rounds all over again 
in the same fashion. 
Yours, truly, 

Northwestern Grain Dealers' Association, 

, Secretary, 

Extent of the Grain Bulletin service. — In a letter written 
July 26, 1912, Mr. Durant stated that ''from the mainlme of the North- 
western Railroad between Mankato and Rapid City to the Canada 
line the card is being used by all line companies and full 85 per cent 
of the independent and farmers' companies. 

''This was brought about by the fact that in this new tensitory the 
card is a buying card and shows the prices to be paid at each station 
regardless oi any other station not affected by it.'' The statistics of 
country elevators indicate that in 1918 the Grain Bulletin card was 
used by the great bulk of the country elevators in Minnesota, North 
and South Dakota, and Montana ; an^ that in Minnesota and North 
and South Dakota its wire service was used by the great majority 
of country elevators reporting the employment of wire services.*^ 

In the fall of 1906 approximately 1,275 cards were sent out daily, 
90 going to farmers' elevators, 275 to independent dealers, and the 
remainder, or about 75 per cent, to line-elevator companies' agents. 
In October, 1921, out of 4,084 elevator subscribers only 1,645 were 
line elevators, while 1,487 were farmers and 952 independents. In 
other words, practically 60 per cent of the elevator subscribers were 
nonline houses. This shift W been due to the relatively more rapid 
increase in the number of nonline as compared with line houses. 

Cost of the service. — ^For years prior to 1917 the chaise per 
elevator for the Grain Bulletin card was 90 cents per month. 

In that year the charge was first raised to $1 and subsequently, 
tmder the increased postage rates, to $1.25 per month. Regular 
toll rates are paid for the telephone service ana charges are prorated 
to individual stations on the basis of actual toll charges plus the 
compensation of Mr. Durant's agents at distributing points. The 
telephone charges in 1917 varied from about $10 to about $40 per 
country elevator per year. Mr. Durant states that this wire service 
is furnished at cost and that his own compensation is paid out of the 
revenues from the card service. He also states that this service, 
because of the variation in number of subscribers from year to year, 
has sometimes been operated at a loss. To quote: *'For instance, 
in 1911-12 the loss was over $500 and in 1917-18 the gain was $32." 
However, the proprietor's drawings (salary or compensation) are 
included in the expenses. Mr. Durant's books have not been audited 
since 1907, and no profit-and-loss statement has been made public 
since that time. He estimated in 1917 that the entire service 
(including wire messages) was costing about $100,000 a y«ar, of which 
wire expenses constituted $60,000 to $70,000. The cost per elevator 
was proDably 50 per cent more in 1920 than in 1914. 

" For detail see Vol. I, Chap. VIII, sec. 3. 
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Section 6. Failnre of the State Bulletin. 

There has been at least one attempt in the Northwest to substitute a 
State quotation service for that operated by Mr. Durant. In 1913 the 
Minnesota Legislature by joint resolution instructed the railroad and 
warehouse commission of that State " to prepare, issue, and furnish 
to subscribers a price card showing the market price for each g^ade and 
kind of grain at terminal markets for each day, together with other 
necessary information under such rules and regulations as to the service 
and price to be paid by the subscribers as the commission may deem 
reasonable/'" 

Pursuant to the resolution this commission proceeded to publish an 
"official price bulletin" at a subscription price of $1 per month 
"subject to changes which will eventually make the service self- 
sustaming and no more. '' This bulletin, however, indicated only the 
closing prices for grain both "spot'' and ''to-arrive" at Minneapolis 
and Dmuth as determined by the closing price committees oi the 
respective exchanges. The State commission did not furnish prices 
for delivery at country markets, althoi^h there was "placed in 
the hands of every local warehouseman in the State of Minnesota 
a card which showed the terminal handling charges that would ordi- 
narily be assessed against a consignment of grain, except the freight, 
and this card invited the attention of the local a^ent to the question 
of freight, directing him to go to the local freight agent lor that 
information." That is, they attempted to provide the local elevator 
manager with all data necessary to enable nim to calculate his own 
price out did not attempt to calculate it for him. 

The history and abrupt termination of this service is described by 
F. W. Eva, the then chief inspector of grain,*' as follows: 

Notices were published in a number of the daily papers, advising that these cards 
would be prepared and would be sent out. In admtion to this a circular letter was 
prepared by the department and forwarded by nudl to the agent or operator of every 
focal warehouse in the State, inviting him to subscribe for the Price Bulletin. Ap- 
proximately 1,500 of these letters were sent out. The conunission^ in directing that 
mesa letters be sent, fixed a price of |3 for a three months' subscription. We received 
replies from 60 out of the 1,600 or more, who became subscribers for three months. 
A little later we received another subscriber's request for the bulletins, so that the 
largest number of subscribers at any time to this bulletin was 61. 

* * * At the expiration of all of these subscriptions, none of them were renewed, 
in fact, the department received letters from a large number of the 61 asking that 
these bulletins be stopped, as they were of absolutely no value to them — ^that they 
preferred the Grain Bufietin's price cards. 

* * * At the investigation of the grain business of the State, there was con- 
siderable discussion by members of the investigating committees of the house and the 
senate, particularly of the house committee, of the price cards published by the 
Grain Bulletin of Minneapolis and these bulletins were denounced in rather emphatic 
terms. While there were some features of the price cards sent out by the Grain 
Bulletin that needed amendment or change, the fact that the official price card offered 
by the commission met with absolutely no encoun^ment and with a refusal even 
to receive it, plus the further fact that those who did receive it, in a large measure, 
wrote their preference for the Grain Bulletin's cards, would indicate that the local 
warehouse buyer was possibly better able to take care of himself than had been antici^ 
pated. The resolutions directed the sending of the cash closing prices for the one 
crop year to all who subscribed, but when our 61 subscribers refused to further pay 
for or accept the service the department had no other alternative but to stop sending 
the cards. 

u Report of the Chief Inspector of Grain to the Railroad and Warehouse Commission, 1914, p. 12. 
1* Annual Report of the Chief Inspector of Grain to the Minnesota Railroad and War^ouse Commission, 
1014, pp. 13-16. 
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Section 7. Variations in normal margins of Grain Bulletin Card. 

The normal handling margins deducted by Mr. Durant from ter- 
minal market prices in making up the card show considerable varia- 
tions, not only as between diflFerent grains but also as between diflFer- 
ent grades of the same grain and as between crop years, etc. 

Between grains. — According to Mr. Durant the narrowest 
normal margin is maintained on oats with com approximately the 
same. The margins on wheat, rye, and especially barley, are wider 
normally than on either of these two trains and tne widest margin is 
on flax. Mr. Durant states that in determining these differences a 
variety of factors are considered, such as (a) relative normal selling 
values of the different grains, (6) the weight of the legal bushel, (c) 
the total number of bushels of the commodity marketed, (d) the 
quality of the crop, (e) opportunity to hedge, (/) a sufficient carrying 
chaise. Using the Government crop estimates for 1921-22 and the 
percentage shipped out of the county where grown for 1920-21, to 
determine the tneoretical volume of each grain handled Mr. Durant 
gives the following as the hypothetical results for a North Dakota 
elevator handling 100,000 bushels on the margins in use in November, 
1921: 

Wheat 67, 100 bushels, at 7 cents. . $4,697 

Oats 7, 500 bushels, at 4 cents. . 300 

Barley 10, 500 bushels, at Scents.. 840 

Rye 10, 200 bushels, at 7 cents. . 714 

Iriax 3, 300 bushels, at 17 cents. . 561 

Com - 1, 400 bushels, at 5 cents.. 70 

100, 000 7, 182 

It will be noted that approximately two-thirds of the grain handled 
is wheat and that the average margin is only a little over 7 cents per 
bushel on all grains and flax combined. 

Between diffebent grades of the same GRAiN.-:-The risk 
in handling the lower grades of grain is greater than for the higher 
grades. As no ^'to-arrive'^ quotations are available for the lower 
grades, the basis on the lower grades is arrived at, Mr. Durant states, 
By considering the discount prevailing on the daily sales and apply- 
ing that discount to the higher grade which is quoted '^to-amve." 
The qualitjr grown in the several sections of the territory tributary to 
Minneapolis is considered, and the test weight per bushel is a factor, 
the lower grades having lower test weights per bushel. The effort is 
made to reflect at least the normal margin on each grade. In addi- 
tion, hedging can not protect the buyer so closely on the lower grades 
because the relation between the future and such lower grades fluc- 
tuates more frequently and to a greater degree than that between 
the future and the standard grades. 

Between different years. — According to Mr. Durant's rec- 
ollection, the normal margin (on wheat ?) in 1900 and for some years 
subsequent thereto was rarely more than 3 cents per bushel, while in 
1915 and a few years prior thereto it was rarely less than 6 cents. In 
determining the normal margin one of the most important factors is 
the cost of operation, i. e., labor, taxes, insurance, supplies, etc. 
Salaries of managers and agents have advanced to a considerable 
extent, and whereas 10 or 15 years ago the maximum paid was 
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probably in the neighborhood of $1,000 per year, this maximum is 
now probably as high as $2,600 per year, while the average has ad- 
vanced in proportion. Terminal charges for commission mspection 
and weighing have increased considerably since 1914. Years ago the 
charge lor inspection and weighing was as low as 15 cents per car for 
each. Now weighing is $1.25 per car, and inspection on com and 
flax $1.25 per car, and $1 per car on other grains. 

The growing of other crops than wheat has also been a factor in 
increasmg the normal margins over a period of years. 

A gooa illustration of the effect of expense factors in the variations 
in normal margins from year to year is the situation during the last 
two crop years. The normal margin for wheat for the crop of 1920 
allowed Dy the Grain Bulletin was, according to Mr. Durant, 9 cents. 
Owing to the great decline in commodity values, however, which he 
estimated womd heavily reduce the items of interest and insiu'ance, 
he decreased the normal wheat margins for the crop of 1921 to 7 cents. 

Other vabiations. — Besides the foregoing, wnich are factors in 
the variations in the normal margins of a more or less continuous and 
permanent character, nimierous other changes in margins are made 
owing to temporary and unusual conditions. In October, 1907, grain 
buyers were notified that the banks could not continue to supply 
currency for the purchase of grain at country points. A wider 
mar^n was at once made, and mxile it is Mr. Durant's recollection 
that it was shghtly reduced within a day or two, the normal margin 
was not restored until money conditions became normal again. There 
have also been occasions when temporary shortage of box cars or 
severe storms have made necessary a change in the normal mamns 
for a time. In another case a variation in the margin was made ^r a 
time owing to temporary rules promulgated by certain railroads 
limiting the movement of their equipment. When future trading was 
discontmued in May, 1917, there was no '^ to-arrive '' market anacash 
wheat values fluctuated from 10 to 25 cents daily. The Grain 
Bulletin reflected this condition to coimtry buyers by maintaining a 
wider buying margin in order to afford them as much protection as 
possible. 

In 1918-19, with the Government minimum price in effect, Mr. 
Durant employed a normal margin of 7^ cents on wheat when the 
actual selling price did not exceed the Government minimiun. When 
the actual selnng price at the terminal market, however, was greater 
than the Government minimum, he increased the normal margin up to 
10 cents on account of the increased risk, on the theory that the 
onlyprotection the buyer had in the absence of future trading was 
the Uovemment minimum price. 

Vabiations as between stations. — ^The Grain Bulletin has been 
the object of a greater volume of complaint on account of the varia- 
tions in mai^ins and prices as between local markets than for any 
other one fact. This subject wiU be developed in the following section, 
in connection with the relation of the Gram Bulletin to country price 
competition in general and the question as to whether the line- 
devator interests at present influence the local list prices of the Grain 
Bulletin. 
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Section 8. Question as to influence of line- elevator interests on the 
Grain Bulletin price card. 

Relation of Grain Bulletin to country price competition 
m GENERAL.— The relation of the Grain Bulletin to country price 
competition in general was discusse'd in Chapter XI^ Volume I, of 
this report (p. 268 ft). In that volume detailed evidence is given 
bearing out the statements which are here excerpted from Volume I 
as a review of the situation. The matter referred to is as follows: 

From a careful examination of the correspondence, it appears reasonably safe to 
conclude that as a matter of general policy the line companies endeavor so far as 
possible to stjfk to card or list prices. This i)olicy of the line elevator companies in 
attempting to hold the markets at which they operate to the Grain Bulletin card 
or list price is presumably based upon the fact that the card deducts from terminal 
market prices, not only freight, but also a handling margin of several cents, which 
is sufficiently liberal to cover both expenses and a mar^n of profit. If this card or 
list price can be maintained, therefore, the line house is usually assured of a profit 
subject only to being able to procure a fair volume of grain. 

It is difficult to estimate how important a part this card plays in the competition 
of country elevators. The fact that it quotes a buying price for each station and is 
generally in use throughout the Northwest would appear, in a technical way, to 
. laciUtate agreements by reason of the fact that the elevators at each xwint thus have 
a minimum buying price upon which agreements or imderstandings could readily 
be based. Secondly, the technical method of distribution of Grain Bulletin tele- 
phonic and telegraphic price changes offers a means of facilitating agreements.. Fre- 
Quently the agents work in rotation in receiving and delivering the changes, one 
doing it one week, another the next, and so on, and this system supplies good opjwr- 
tunities for talking over prices, etc. (Vol. I, p. 270). 

Although the indications are that the lines greatly prefer to stick to list prices and 
to grade and dock correctly and direct a great deal of ener^ to procuring these results 
through agreements or understandings, or otherwise, it is also their policy to meet 
competition whenever necessary. As a rule, this is to be interpreted to mean that 
the line company will pay whatever prices its competitors pay. The indications 
are, however, that the lines are not usually willing to go further than this. In other 
words, while the line companies frequently go over the list in the prices which tiiey 
pay, the indications are that, they tend, on the whole, to follow rather than to lead 
their competitors in bidding up the local market prices (Vol. I, p. 275). 

This policy of merely meeting competitors' prices is due not only to the fact that 
the line companies desire to buy at tne lowest prices possible and endeavor to hold 
the markets to that basis but also to the influence of the State laws. In several States 
laws have been passed with reference to buying grain which make it illegal for the 
line companies to discriminate in prices between stations except to meet competition; 
so that if the price is raised at one station, except it be to meet competition at that 
station, the price must, theoretically at least, be raised at aU stations of the line com- 
pany within that State, if such company is to avoid possible charges of discrimination 
(Vol. I, p. 277). 

In meeting competition there are numerous indications that the line companies 
have not infrequently worked together in endeavoring not only to prevent competition 
among themselves, but also to take business from their competitors of other types 
(Vol. I, p. 280). 

Question whether past influence of line elevators on 
PRICE CARD STILL PERSISTS! — ^As Stated in section 7, the Grain Bul- 
letin has been the object of a greater volume of complaint on account 
of variations in margins and prices as between local markets than for 
any other one fact. The history of the policy of the Durant card 
service with reference to variations of margin as between stations 
is here reviewed. 

Prior to 1912 (according to Mr. Durant) opinion was obtained from 
the attorneys general of three of the States served by the Bulletin 
to the effect that the cards would be on a legal basis if they indi- 
cated the highest prices which any dealer was willing to pay at a 
given station. That is, the cards should reflect competitive con- 
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ditions rather than aay arbitrary or theoretical arrangement of 
margins. This policy was stated by Mr. Durant as follows : 

* * * The card for one station has nothing to do with the card to any other sta- 
tion even if the freight rate is the same; we have always maintained that the local 
conditions at each station determines the price. * * * The card represents the 
paying price and is used as such by over 80 per cent of the farmers' companies. 

It is important to examine those factors which have influenced 
the Grain BuUetm in thus adjustmg prices and margins for a giveh 
country market. 

(1) At the outset it is clear that Mr. Durant did not always prior 
to 1917 wait for a request to raise or lower the card, but made 
adjustments for different sections based on varying crop conditions. 
The following extract from correspondence (Sept. 17, 1913) shows 
this policy as applied to barley ana wheat: 

* * * The writer remembers well explaining to you some time ago that barley 
sometimes has a different value from different parts of the country and that it was 
necessary for us to make the break in the price somewhere, and for convenience we 
have always taken the State line; this does not happen only in the territory in which 
you are interested but wherever it is necessary. I^ist year in certain parts of North 
Dakota we quoted a different price for wheat than in other pfurts on account of the 
condition of the wheat. 

(2y Prior to 1913 the data obtained show that Mr. Durant altered 
the cards for particular stations on the request of either an individual 
country elevator or a line. 

Office of Clinton Farmers* Elevator Co., 

Clinton J Mxnn.t Aug. 31, 191t. 
The Grain Bulletin, Minneapolis, Minn, 

Gentlemen: Our list for flax you are making about 22^ below Mpls. to arrive. 
Please keep it about 14^ below Mpls. to arrive. 
Yours, truly, 

Clinton Farmers Blv. Co., 
(Signed) By F. M. Beaty. 



September Ist, 1912. 
Farmers' Elbyator Co., Clinton* 

Gentlemen: Yours of August 31st received and noted; on account of the discount 
on October flax we have been using that month as our basis, but we find that it will 
not do to do so and to-morrow will send the cards out, using the '' to-arrive '^ and will 
fig^ure Clinton 14 cents off, as you request. 
. Yours, very truly. 

The Grain Bulletin. 
frd. 



The Northwestern Elevator Co.* 

Minneafous^ Minnesota, Oct. 19, 191Z. 
Mr. F. R. Durant, City. 

Dear Sir: It seems that conditions at Willmar, Minn., are such that we will 
eventually have to get oiur card there on a basis of freight oft on all kinds of grain. 
I want you to advance the card at Willmar \^ per day until we get to a point where 
it is frei^t off, and then let it stay there until matters will te;rite themselves, when I 
will notify you. 

Yours truly, 

0. A. Maqnuson, Prest. 

* Minneapolis line. 

5e976'*--22 16 
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Minneapolis, Minnesota, Sept. 10, 1912. 

F. R. DURANT, 

The Grain Biilletin Building. 

Dear Sir: We telephoned you this morning to make Broadland and Northville 
card on wheat 2^ ov^ normal and Hitchcock 4^ over normal, beginning today. The 
card to be sent these stations today on this basis whether or not there are other changes. 
Yours truly, 

G. W. Van Dusen & Co.,* 
F. O. Yeats. 

FO Y-OK Minneapolis, Minn. , November 15ih, 1912. 

The Grain Bxtlletin Building. 

Gentlemen: Please carry the list 2^ over normal on flax, and 1^ over normal on 
all other kinds of grain, except oats, at Parkers Pndrie, Minnesota, until further 
notice. 

Yours truly, 

Northland Elevator Co.,* 
FJS-K ' By F. J. Smith. 

Minneapolis, Minn., September ISthj 1912.' 
McInttre & Weir, Bantry. 

Gentlemen: Yours of the 17th received and noted, this matter of having a different 
price at stations having the same freight rate has been thoroughly considered and 
some years ago we referred the matter to the Attorney-Generals oi the three states 
and find that they consider that the highest price that any dealer is willing to pay for 
grain at any particular station is the' price of grain at that station without regard to 
what is being paid at any other station. 

So far as this being caused by the domination of certain line companies is concerned 
our records will bear us out in saying that the card has been advanced at more stations 
at the request of Farmers^ Elevator Co's than by line companies. 

We do not know just the situation at Bantry but do know that we are frequently 
requested to advance the card because some Duyer insists in paying over the carS 
or of over grading the grain. 

Yours very truly, 

The Grain Bulletin. 
FRD 



Minneapolis, ^Iinn., December 7th 1912. 
New London Miluno Co., Willmar. 

Gentlemen: 

* « * « « « » 

Some years ago after advice from our attorney and consultation with the Le^ 
departments of the three states in which we operate, adopted the custom of mftlnTiy 
the cards represent the buying prices when requested to do by any subscriber ana 
recognizing the highest price any subscriber was willing to pay as {he station price. 

w w w W W W W 

Yours very truly. 

The Grain Bulletin. 
frd 



From the eaxljr organization of the Gram Bulletin to the present 
time line companies have tried to use the card as a buying list which 
should be followed by local agents,'® rather than as a basing sheet 

* Miimeapolis line. 

s* Cf . the foQowing letter to a local agent: 

"Sioux Cnr, Iowa, tkidxr n, 1914- 
"Agent McGaull Webster Elevator Co. 

"Dear Sir: Effective Monday, October 26th, the prico on all kinds of grain, as shown on your reeular 
card, are to be the price that wc want yon to pay at yoitr station. In many instances the marginsiiavo 
been too wide and this has caused an indiroriminato overUst paying which we wish to cut out entirely. 

"Please confer with your line company competitors and your Indopendont dealers at your station upon 
receipt of this letter and arrange with all dealers at your station to pay the price as shown on the card. 
If the price is too high or too low, advise me promptly at Sioux City. * * *** 

See also Yd. I, Ch. XI, sees. 13-11. 



THE GRAIN BULLETIN. 223 

for bidding in the local market; and they have consistently tried to 
persuade other buyers to follow this policy. So long as line company 
head office managers need only instruct local agents to *^ keep to list 
the Grain Bulletm is a great assistance to their buying operations. 
(Vol. I, Ch. XI, sec. 14), but the tendency of their competitors to 
bid up the coimtry market and pay over list has frequently upset 
these instructions.'* As prior to 1913 the card could be adjusted 
in a single market on the request of the line companies and (as Mr. 
Durant nas stated) certain stations were operated without proiBt, it 
is probable that it may have aided these companies in local price- 
raising wars against their competitors.^' 

(3) After the passage of the so-called antidiscrimination laws ^ in 
the four Northwest States it became illegal for a line-elevator com- 
pany to discriminate between stations in prices paid for grain unless 
such discrimination should be clearly warranted oy local competitive 
conditions.'* Accordingly, Mr. Durant took the position that he 
could not adjust prices on request of a line company (except as to 
their whole system). Thus, though he continued to do so for other 
types of elevators, in December, 1914, he wrote to a farmers' elevator 
company: 

We will at any time change the card basis on request of a local dealer, but always 
decline to make any change at the request of a line company. ♦ * * 

And again, in 1917, writing to a small country line: 

* * * for a number of years it has not been the practice to slip up the card 
unless the request came from the operator of a single elevator; in other words, it will 
not be done for a line-elevator company. 

The situation described in the foregoing paragraphs is summarized 
in the stenographic report of an interview with Mr. Durant as follows: 

Mr. Durant: * * * Shortly after that the four states here, that is, North and 
South Dakota, Minnesota, and Montana, passed this anti-discrimination law, you know. 
Of course that gave me the opportunity to refuse to do anything of that kind. 

Judge BuBNs: What was the date of the passage of that act? 

Mr. Durant: In Minnesota it was at the last session. That was the 1917 session. 

Judge BxTRNs: Had you done any of that since the passage of that statute? 

Mr. Durant: No, except where the operator of a single elevator would request it. 
There might be more elevators but the law, you know, says that the operator of more 
than one elevator 

Judge Burns : You mean where there was just a single elevator that was not buying 
in different points, but you would not furnish an elevator that was buying at more 
than one point different cards? 

Mr. Durant: When they had it in North Dakota and South Dakota and Montana 
yes. I applied it to Mnnesota even before the law was passed. 

SI Vol. I, Oi. XI, sees. 1^16, discuss line elerator price policy and the use of the card in connection 
therewith, 
s* E. g., see the following letter from a Minneapolis concern: 

[Country elevators in the hard-wheat belt on the Great Ndrthom Railway.] 

WlMTER-TRUESDBLL-AlfSS CO., QRMJX MERCHANTS, 6&4 CHAMBER OF COMMERCB, 

Minneapolis, Minn., l-il-18. 
The Grain Bulletin, MinneapoHt. 

Dear Sirs: Confirming our telephone message to-day, we would ask you to have the card to .\lberta 
sent out frei^t off, less commission, on wheat and flax, from this date on imtil further notice, and oblige. 
Yours, truly, 

(Signed) L. G. Truesdell, 
RAS. Secty, & Treoit. 

9* See North Dakota Laws, 1913, ch. 287, sec. 1 (N(Hth Dakota Compiled Laws, 1913, sec. 3043); South 
I>akota Laws, 1913, ch. 356, sec. 1 (South Dakota Revised Code, 1919, ch. 18, sec. 4366); Minnesota Laws, 
1917. ch. 377, sec. 1; and Montana Laws, 1913, ch. 8, sec. 1. 

•• Vol. I, Ch. XI, sec. 16. 
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Judge BuBNS : At the time you say you discontinued the practice as a result of the 
St. Paul investigation, before that time you had been practicing this considerably, 
or not? 

Mr. Durant: Yes, these cards will show it. 

Judge Burns: On the same day, how many differing cards did you send out? 

Mr. Durant: It would be pretty hard to answer that as to cards. 

Judge Burns: It was probably back there under the old regime that you sent 
several, for instance, you might send one card to one point carrying one figure and 
another to another point carrying another figure. In other words, it was rather the 
general practice before that time. 

Mr. Durant: Yes, it was although I don't suppose at any time it covered 10 p^ 
cent of the stations. 

« * « « « « « 

(4) As a resiilt of Mr. Durant's attitude, following the passage of 
the antidiscrimination laws, the correspondence in£cates that ad- 
justments, at particular local stations presumably desired and 
satisfactory to the line companies, were effected by arrangements 
with cooperative or independent competitors to request a change in 
the card, either directly or through the line company: 

Minneapolis, Minn., Nov, 4thy 191S. 
Grain Bulletin, 

Minneapolis, Minn. 

Gentlemen: We hereby confirm the action of Andrews Grain Co.* to send the 
prices for us on l0 wider margin as soon as possible. 
Yours resp. 

New York Mills Farmers Elev. Co. 
FRD Per Chas. G. Hyry, Treas. 



The Northwestern Elevator Compant,* 

Benson, 12-8-15. 
C. A. Maonuson, Prest., 

MplSy Minn. 
Dear Sir: * ♦ * Jenson tells me that the acents from Benson-De Graff-Mur- 
dock and Kerkhoven met at Murdock last night and agreed to have the card at those 
stations reduced one cent on all grains. 

Mr. Johnson the Farmers agent at Kerkhoven was to call up the Grain Bulletin 
this momiiig, and have him reduce the card. 

♦ »»»♦♦» 

Yours truly, 

Jas, Hanna. 

Minneapolis, Minn., Sept. 6, 1915. 
Grain Bulletin, 

Minneapolis, Minn. 
Dear Sir: Herewith, letter from Mr. Nelson, Agent, Farmers Elev. Co., Litchfield, 
Minn., giving you basis of price he wants the Litchfield list made on. 
Now this letter was sent m by Mr. H. P. Hanson our Superintendent. 
Yours truly, 

Cargill Elevator Company.* 

Northwestern Elevator Co.* 

Minneapous, Minn., Atig. 17, 1915. 
Mr. F. R. Durant, 

Chamber of Com. City, 
Dear Sir: I understand the Farmers Elevator Co's at Hope, Pickert, Blabon and 
Arthur, also at Pinley, N. D., wish to buy their grain on a certain basis off the terminal 
markets. If they will request you to send out the card on that basis, make the card 
on that basis and send it to us. 
Yours truly, 

C. A. Maonuson, Prest. 

* MinneapoUs line. 
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(5) Mr. Dm*ant apparently cooperated with the lines in this last 
mentioned policy, at least for a time, as the following letter indicates. 

June 5th, 1913. 
McOabe Bros., Duluth. 

Gentlemen: Replying to youiB of the 3rd, there is so much objection to reducing 
the maigin in North Ds^kota from the present basis that we do not see how we can 
comply with your 8U{|;ge6tion. 

This Unfair Discrimination Law makes the companies feel that it is necessary to 
maintain tiie card on a uniform margin throughout the state otherwise the companies 
in the territory witli you would be paying less in the rest of the state. 

What we are trying to do is to ^et the Farmers ' companies to make requests and where 
they do ask for a narrower margin we feel justified in complying and make all cards at 
that station the same. 

If any of your agents can ^et such evidence as would protect both you and us, that 
the local dealeis as (sic) paying above the card and you will send it to us for our files 
we wiU advance the cara. 
Yours very truly, 

The Grain Bulletin, 

F. R. DURANT. 

(6) Finally, as indicated above, Mr. Durant during the war took 
the position tnat there should be no discrimination between stations, 
abolished the special cards and has not since, according to his own 
statements, reemployed them except on freight rate breaks. 

Section 9. Mr. Dnraat and the line companies. 

Promotion op the Grain Bulletin by line companies. — It is 
evident that the Grain Bulletin service is conveniently adapted to 
line-elevator purchasing methods,*® and that the service has always 
been advocated by these concerns as against other sources of price 
information. For example, the Powers Elevator Co. (Minneapolis) 
wrote Mr. Durant, September 25, 1912, as follows: 

I inclose a letter received from Mr. Boardman, onr auditor, who has spent a few days 
at Dawson. 

You will note that he has succeeded in inducing; the Farmers* Elevator Co. to sub- 
scribe for your daily card and to cut out the C. N. D. service altogether, except the 
closings. 

Now, I would suggest that y[ou write them a letter yourself and solicit their sub- 
scription, also to urge them to join us in dividing the expense of notifying Dawson of 
the changes by phone and wire. If you are successful and things work smoothly, I 
think we can perhaps induce them to give up the 0. N. D*s. altogether. 

Again, Au^st 21, 1916, the Empire Elevator Co. (Minneapolis) 
wrote the Grain Bulletin in regard to the market at Shields, N. Dak. : 

Do not let the farmers elevator there stop taking the wire changes, or the card, or 
anything else. 

While this might be taken as an indication of ulterior motives, it 
is at least conceivable that a belief in the eflS.ciency of the Grain 
Bulletin service may be in part responsible for this attitude. Thus 
on October 20, 1916, W. K. Powers (Powers Elevator Co.) explained 
the advantages of the Grain Bulletin service to a local agent as fol- 
lows: 

Is the new farmers* or^nization subscribing for the Grain Bulletin card? Are they 
satisfied to work with us in getting in the phdne changes with the understanding that 
the expense be divided? 

It will be greatly to their interest to cut out the CND's, using the Grain Bulletin 
service entirely — ^you see the OND*s quote the market from two to four times a day — 
tiie opening, the 1.30, the noon, and the closing prices, and these quotations go out 
r^ardless of the fluctuations (or) differences. On the other hand, the Grain Bulletin 

~» Vol. I, Ch. XI, sec. 14. 
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peox>le use some jadement in makiTig changes — ^the discountB on poor staff are Tar3riiig 
continuously. If tne market drops 3^ ten minutes alter the opening, the Grain 
Bulletin get out the change, but tne CND's wouldn't show the decline for an hour 
lattf. 
Let me know just ix^iat the farmers are doing on price mattes. 
Reply on this sheet. 
Yours, truly, 

PowKBS Elevator Co, 
By W. K. P., M^r. 

On the other hand, it is also reasonably certain that the lines have 
preferred that only the Grain Bulletm should be used, in order that 
all the elevators at each point may have a common buying basis, thus 
aiding in keeping the price situation in the local market undisturbed. 

Mb. Dubant's position foutically. — ^Mr. Durant has long acted 
as a representative of the line (^mpanies in promotmg their pc^t- 
ical, legislative, and other interests in the Northwest. He ireely 
stated to J. E. Templeton, of Helena, Mont., in a letter dated 
March 18, 1915, that— 

The line elevators here use me to keep in touch with all matters which are of g^i^nl 
interest to them in the conduct of their business in the several States, and if you are so 
disposed and will advise me from time to time of matters which you wish caJled to 
their attention I am in a position to do so and will be glad to- do it. 

Examination of the Grain Bulletin accounts from 1913 to 1918 
disclosed a special accoimt *• maintained during those vears by con- 
tributions from various Minneapolis grain interests for legislative 
purposes and disbursed by Mr. Durant. The following extracts from 
a formal interview indicate the nature of these transactions : 

Mr. Twining. That is a line-elevator account purely, is it? ' 

Mr. Durant. Why, yes. I would not have thought of it in that way, but I think 
that will cover it. 

Mr. FiiiiNNERT. That is, by a line-elevator company account the money that is 
contributed by the line elevator for this legislative purpose is kept in a special 
account? 

Mr. Durant. Yes. 

Mr. Twining. Mr. Frank A. Cousins, $391.25. FRDS. (Employee of Occident 
Elevator Co., at Bianarck during the legislative session.) 

JilLt. Durant. That was for special expenses at Bismarck during the session of the 
leeislature. 

Mr. Twining. He is an employee of the Occident Elevator Co.? 

Mr. Durant. He was at that time. 

Mr. Twining. On March 22, 1913, Occident Elevator Co., $100. 

Mr. Durant. That was additional for F. A. Cousins. 

******* 

Mr. Twining. May 25, 1915, F. H. Ellis, $200: 

Mr. Durant. There is a counter entry for that. I never knew why, but the Imperial 
Elevator brought me a check for $200 and aflked me to give a check to F. H. Ellis, one 
of their employees, for a similar amount. 

Mr. Twining. August 14, G. F. Ewe, $44.18. 

Mr. Durant. That was an item of expense incurred by Mr. Ewe going to Duluth 
on some matter which was of interest to all the elevator companies. I douT remember 
just what the matter was. 

Mr. Twining. On November 1, 1915, there was a payment of $50 to J, F. McKenney. 

Mr. Durant. J. F. McKenney is an employee of mine and he did some spedil 
work for the elevator companies m relation to bad-order cars which I thought ought to 
be borne by all the elevator companies and put into this account. 

******* 

Mr. Twining. This may have been my inability to see correctly, but from February 
to June, for instance, for a long time, I was not able to find diecks. There would be 

M "F. R. D. S."— Frank R. Durant, special account. 
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$100 drawn cm the FRDS account for which I could not find any check, and they 
come contemporaneous with checks to G. G. Dargis for $50. 

Mr. DuRANT. In making up the check for currency for the pay roll I would add 
$100 for use on the campaign nind from week to week and it would be — ^the currency 
would be — ^brought down to me. There are a number of those items you will find from 
the 12th of May to the 30th of June. 

Mr. Twining. October 25, $250. 

Mr. DuRANT. That was to get money at hand to be paid on small amounts on cam- 
paign expenses. 

Mr. Twining. August 22, cashier's check to George J. Smith for $1,000. 

Mr. DuRANT. That was a campai^ fund in North Dakota. 

Mr. TwmiNO. Mr. Smith was assisting the line^levator companies in a campaign 
there? 

Mr. DuRANT. Yes; assisting the grain trade. 

Mr. Twining. August 30, 1917, Van Dusen Harrington Co., $100. Those items 
run along about every month. 

Mr. DuRANT. You will find they stop right there. That was a wind-up on the legis- 
lative expense of the 1917 legislature. 

The explanation of numerous other items from this accoimt, as 
made by Mr. Durante appears in the Appendix, Exhibit A. 

Among the letters found by the Commission which concern political 
and allira subjects are the following: 

[Ck>py of Western Union telegram.— Collect.] 

PiBRBB, S. D., Feb. S, 19tS. 

F. R. DuRiLNT, 

902 Chamber of Commerce^ Minneapolis. 

One eighty four [an anti-price discrimination bill] still in Committee May come out 
today, you have time write all friends. 

J. J. WiLftON, 

1101 A. 



IFrom flies of tbe Northwestern Elevator Compony.] 
South Dakota Lbgislaturk. 

session 19u. 
Results: 

House Bill p: Anti-Discrimination Bill introduced by Ruhlman. This bill would 
have made it necessary for those having more than one elevator to pay the same prices, 
freight considered at all stations, and would have prevented you meeting a nigher 
price paid by a competitor having only one elevator; the Bill was killed in committee. 

House Bill #112: A biU similar to ifi; killed in committee. 

House Bill ^2: A bill repealing the Fire distance law; it passed the House but was 
killed on floor of Senate. 

Senate Bill {(46: A bill making it necessary for all elevators in which grain is stored 
to put up a bond, this IhII passed and becomes law July Ist, 1913. 

Senate Bill #176: This bill taken with Senate bill j^6 makes it compulsory for 
elevators to use storage tickets for all ^rain two days after it is weighed in to an elevator 
unless checked out in that time, this will cut out the issuing of slips and is a good 
measure; passed and will become law Jul^r 1st, 1913. 

House Bill #4: Introduced by Berg. This bill allowed Farmers' Elevator companies 
to divide up their profits with both stockholders and non-stockholders; this bill was 
amended striking out '^ non-stockholders'' leaving it harmless; it passed. 

House Bill #278: This was a scale bill and required that all grain, coal and stock 
scales should have two fiftv pound U. S. Standards weights handy at each scale so that 
. farmers could test scales when they were selling grain or stock or buving coal, if Uiis bill 
had passed it would have made it necessary for every elevator to buy test weights for 
both grain and coal scales, bill was killed in committee. 

House Bill #160. This bill made the Sheri^ of each county a scale inspector, and 
made it necessary to have all scales tested twice each year, and the owner of the scale 
b&d to pay the Sheriff for the testing; the bill was so amended in committee that it 
was killed on the floor. 
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House Bill (184: Another Anti-Discrimination Bill by Ruhlman, was amended in 
House committee, but the amendment was knocked out by Ruhlman on floor, in the 
Senate the bill remained in the Judiciary Committee until within a few days of the end 
of the session it was reported out with several amendments, and on the noor the fol- 
lowing amended [amendment] was added: '' Provided, however, that any person, Arm or 
corporation buying such commodities in more than one section, commumty , lo<^ty or 
city may raise prices in any given section, community, locality or city to, but not above 
the prices paid by other persons, firms or corporations buying sudi comjnodities in 
such section, community, locality or city when necessary to meet actual legitimate 
competition in such section, community, locality or city without being held to have 
violated the provisions of this act." This amendment was not at all satisfoctory to 
those interested in passing the bill but they accepted it and the bill will become law 
July 1st, 1913." 

[Copy— The Northwestern Elevator Co.] 

Minneapolis, Minn., Nov, i£, 191S, 
Van Dusen Habrinoton, Co., 

MinneapoliSy Minn: 

Gentlemen: When in New Orleans October 14th, 15th and 16th, as a delate to 
the Grain Dealers' National convention, the matter of each member conmbuting 
Ten Dollars to be used in paying the travelling expenses oi the Committee on Legis- 
lation whenever it became necessary for all or any of them to go to Washington, came 
up for discussion and some wanted to contribute from Fifty to Two Hundrod Dollais 
for that purpose. 

I made the point that each member should share in that le^timate expense and 
said I did not believe there was a single member^ either in Minneapolis or Duluth, 
that would not send a check for Ten Dollars for this purpose if it wafl understood and 
I offered to take it up with the members in the Northwest who had faOed to remit. 

By data before me today, I find that you have overlooked it. Now let me say 
emphatically, with every assurance, that no organization can concentrate more em- 
dently on Congress when it comes to Anti-Futures Legislation than the National Body 
of Grain Dealers through its Legislative Committee and through its adherent rhembers 
and please remember that the next session of Congress will surely have some drastic 
Legislation of this kind that will need to be met by most strenuous work in order to 
keep it within bounds and in my opinion it will only be by having the support of the 
National Body of Grain Dealers, and through them the State organizations that the 
Grain Trade will be able to do business along present or similar Ones, thereforo, will 
you today mail your check for Ten Dollars to J. F. Coucier, Sec'y. and Treas., Grain 
Dealers' Natl. Ass'n., Toledo, Ohio, so that the legislative Committee be not ham- 
pered by having to pay their own traveling expenses when they are working for you 
and me. 

Will you please notify me so I can check your name oft the list. 
Very truly yours, 

C. A. Maonuson (si^ed). 

[Copy of a copy. 

Oct. 7ih, 1914. 
Mr. A. A. MoRiTZ, 

Reclfield, 

Dear Sir: Yours of the 6th received, we are making the adjustment you suggest 
between Rockham and Zell. 

Election time is most here, if there are any men you think might need some assist- 
ance and will send us their names we will get busy. 
Yours very truly 



frd 



[Copyofacopy.l 
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January 9th, 1915. 



Mr. R. P. Baird, 

Fargo, 

Dear Baird: Have taken- the liberty of sending you by express some mail which 
I wish to ^et to members of the North Dakota Legislature ana wished mailed some- 
where in N. D. instead of Minnesota, in order that you may not think I am tr3ring to 
put anything over on you I enclose a copy of the contents. 

If you will just place these in the mail I will greatly appreciate it. 
Yours very truly, 
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(J. L. HoOaoUf Ptes't. D. Webster, V-Pras. 4c Treas. C. A. Crowl, See'y.] 

Thb McGaull-Webster Elevator Co., 

M%nneapoli8f Minn,, March 12 ^ 19 IS, 
Mr. F. R. DuRANT, 

Chamber of Commerce, 

Dear Sir: Please note the attached copy of letter I have viitten to Mr. Van 
Dusen, Mr. Harrington and Mr. Ewe: 

I wish you would see that Mr. Wilson and Mr. Moritz are properly compensated for 
their efforts in this connection. 
Very truly yours, 

J. L. McOaull, President, 
JLM.C-M 



[Copy of a copy.J 

March 12, 1915. 
Mr. F. C. Van Dusbn, 
Mr. 0. M. Harrington, 
Mr. G. F. EwB. 

Gentlemen: As a member of a Committee, which has, for several vears, been a 
dose observer of le|;islative matters in South Dakota, I desire to state that during all 
that period legislative matters in that State, so far as they related to the grain trade, 
have been more closely watched and more efficiently handled than in any State in 
the West or Northwest with which I am at all familiar. 

The results obtained are due primarily to the very efficient and careful manner in 
which Mr. J. J. Wilson and Mr. Adolph Moritz have interviewed and reasoned with 
the various members of the Leg^lature. They have at no time requested any action 
that was unfair to the public, and which was not eminently fair to the grain trade. 
The results they have secured bear out most completely the above statement. 

The past session of the Legislature is most remarkable for the fair disposition mani- 
fested toward the grain trade, and I conceive it to be the cumulative results of the 
efforts put forth bv Mr. Wilson and Mr. Moritz. 

The i^assage of the law, making it possible for elevator people to deliver stored grain 
at terminals, is of inestimable value to the grain trade in that State. I mention this 
only as one of the very many benefits resulting from the earnest and foithful labors 
d Mr. Wilson and Mr. Moritz. 

The Van Duzen-Harrington Co., is to be congratulated ui>on having two such 
efficient men upon their staff. 

In this connection it is appropriate to say that the watchful eye and the ceaseless 
activity of Mr. F. R. Durant in connection with legislative matters has been of the 
greatest value to the grain trade of the Northwest, and I know of no one who could 
surpass, if indeed they could equal, his vigilance and valuable achievements in this 
connection. 

Very truly yours, 



JLMcC-M 



President, 



[Q. M. Palmer, Pres. F. G. Crandall, Sec'y. Jay Hubbard. Treas. Hubbard & Palmer Co. Grain Ele- 
vators on C. St. P. M. & O. Ry.] 

Mankato, Minn., May 17, 1915, 
F. R. Durant, 

Grain BuUetirif Minneapolis, Minn., 

Dear Sir: We enclose a list of names to whom we would like to have you send 
copies of the pamphlet recently issued by the Co-operative Journal with reference to 
the equity exchange. Please advise if you will attend to this, and oblige 
Yours truly^ 
FEC: LK (signed) Hubbard it Palmer Co. 

F. E. Crandall, Sec'y. 
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[G. M. Pahner, Pres. F. E. Crandall, Seo'y. Jay Hubbard, Tr«as. Hubbard & Palmer Co. Grain Ele- 
vators on C. St. P. M. & O. Ry.] 

Mankato, Minn., May 25, 1915. 

F. R. DURANT, 

Minneapolis, Minn., 

Dear Sir: Enclosed please find list of names to whom we will ask you to send the 
pamphlet regarding the Equity Exchange. 
Yours truly, 

HuBBA&D & Palmer Co. 
FECiLK (signed) F. E. Cbandall, Sec'y. 

ENCL. 



Minneapolis, Minn., Jan. tSth, 1917, 

Gentlemen: It has come to my notice that the North Dakota Agricultural Experi- 
ment Station through its Field Agent James E. Boyle is making certain inquiries of 
the elevator companies relating to 3ie business done at their elevators in NortnDakota. 

I suggest that you do not comply with this request at present and take this oppor- 
tunity to further suggest that in me future all similar requests be referred to me before 
they are complied with in order that the same action may be iaken by all companies. 

(signed) F. R. Durant. 

(Copy of a copy.] 

March 20th, 1917. 
Hon. T. H. Girling, St. Paul, 

Dear Tom: Understand that HF 25 and HF 26 are made special order for 2 PM 
Thursday next. 

The amendment to HF 26 would not help much of a radical bunch should get in 
control of the RR & W Com. and too it would cost hundreds of thousands of dol&ms to 
install these scales. Kill it. 

HF 25 does not cut much figure commission merchants are bonded to the state and 
there is a bill in (HF $970) to double the present bond. 

Perhaps you can work some trades for 25 and against 26. 
Yours truly, 

F. R. Durant 



[GRAND FORKS HERALD. North Dakota's Greatest Nevrspaper. Morning, Evening and Sunday. 

J. C. Bacon, Business Manager.) 

Grand Forks, Noeth Dakota, Aprtl 18, 1917. 
Mr. F. R. DiTRANT, 

The Grain Bulletin, Minneapolis, Minn, 

Dear Durant: Your letter to J. D. was turned over to me, and I was laboring under 
the impression that he had answered the same before giving it to me. I asked him 
today about it, and he says that he has not answered it. 

We can get out most any kind of a pamphlet 3rou would care for on the Non-Partiaaa 
League, but it would be rather hard for me to give you a price on the same until such 
time as we had compiled the matter which we would put into the bulletin. This of 
course, we would be glad to do, and print as many of them as you wished. However, 
last Wednesday, Apnl 11, we perfected an organization composed of members from 
all over the state which is to be known as the Anti-Socialist Union, and its object 
will be to counteract the effect of the Non-Partisan League. To do this^ many 
pamphlets and bulletins will doubtless be issued and they will doubtlesB be just the 
sort of pamphlets that you will want. Personally, I feel that this matter will have 
to be done oy a lot of pamphlets and a lot of newspaper publicity rather than by 
any one jiamphlet, as there are many questions which loom up so large that they could 
not be treatcKi in a single pamphlet. 

I expect to be in the cities before so very long, and will be glad to meet and talk 
this proposition over with you. 

Sunday, April 22nd, there will be a meeting of the executive committee of the 
Anti Socialist Union at wluch time definite plans for the campaign will be outlined. 
Very truly yours, 

J. F. Bacon, 
JFB-HO Business Manager, Grand Forks Herald Co. 
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[From flies of the Nortbwestem Elevator Co.] 

June 23, 1917. 
Mr. F. R. DuRANT, 

Chomi of Com.., City, 

Deab Sir: Encloeed please find a file of papers which came to me from Asher 
Howard. Evidently Howard has x>aid out $605.47 for which he ought to be reim- 
bursed. Between yourself and Mr. McHu^h, I think it ought to be arranged so as 
to collect this mone^ so as to reimburse him. Please advise me as to what method 
you wish to pursue in order to do it. It might be taken up possibly at the meeting 
that is proposed on accoimt of the letter I wrote you in relation to Martinson, but 
that would not cover it all. This is a matter for the whole Chamber, and ought to 
be made up in that way. At any rate I think you and Mr. McHugh can figure out a 
way to do it. 

Yours truly, 

(Signed) 0. A. Maonuson, PresL 

ENCL. 

Mr. Durant agent for elevator pools, etc. — Mr. Durant testi- 
fied in 1906 that prior to 1905 he had charge of agreements to divide 
the grain at country stations, but that he was told that after January 
1, 1905, his services would not any longer be required in that con- 
nection.* As detailed in Volume I, Chapter XI, section 18, however, he 
was as late as 1916 in charge of the arrangements of the various line 
elevators for closing or wrecking elevators on a rental basis. 

SectioA 10. Extent to which card is followed. 

In order to test the charge that the Grain Bulletin constitutes a 
price-fixing mechanism two methods were employed. In the first 
place, schedules were sent to several thousand country elevators in 
the Northwest inquiring as to the use made of- the Grain Bulletin card. 
Secondly, daily prices actually paid in the country by 340 elevators 
of various types for the years 1912-13 to 1916-17 were compared 
with the card prices on identical days for those stations for the pur- 
pose of determining the extent of deviations in actual prices from 
the card prices. 

Rephes to the schedule which asked the following questions were 
received from 3,299 companies of all classes: 

(1) Do you receive the grain market report or "card" sent out by 
the Grain Bulletin of Minneapolis? 

(2) If so, do jou or do you not follow or try to follow the quotations 
relating to gram values which appear upon such ''cards" and mes- 
sages in buying grain? 

(3) If so, state fully to what extent you follow such quotations in 
the matter of buying grain at your station. 

(4) Are you instructed by anyone in authority over you to follow 
such "cards" and messages in the matter of buying grain? 

(5) K so, by whom ? 

Of the rephes received, 91 had to be discarded because they made 
no answer to questions 2, 3, 4, and 5 above, and 49 of the replies were 
too indefinite to be classified. Also, 683 companies reported that 
they did not take the card. Eliminating these replies, there remained 
2,476 upon which conclusions could be oased. 

* Op. clt., S. Doc. 278, p. 968. 
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These replies were classified under the following headings, adopted 
from the character of the replies: 

Follow the card.*^ 
Try to follow card.^ 
Follow card as nearly as practicable.^ 
Follow card to a certain extent.^ 
Pay over card at times.'^ 
Follow card depending on competition.^' 
Pay over card on one grain.^ 
Pay over card on two or more grains.^ 
Pay over card.^ 
Card used as a basis.^ 
[k) Do not follow card.^ 

The results of the tabulation of the schedules as thus classified 
according to type of reporting elevator appear in the following table: 

Tabulation of replies to inquiry into use made of the Grain Bulletin card at eourUry 

marhetSf 1918, 



Classification. 


Line 
elevator 
agents.^ 


Cooperative 

elevator 
companies. 


Indei>end- 
ent ele- 
vators. 


l£ill-owned 
individnal 
elevators. 


Total. 




Num- 
ber. 


Per 

cent. 


Num- 
ber. 


Per 

cent. 


Num- 
ber. 


Per 

cent. 


Num- 
ber. 


Per 

cent. 


Num- 
ber. 


Per 

cent. 


(a) Follow the card 


m2 


53 


254 


23 


131 


31 


26 


37 


1,073 


43 






(5^ Try to follow card 


57 

104 

54 

55 

128 
40 
53 
29 
35 
30 


5 

8 
4 
5 

10 
3 
4 
2 
3 
3 


32 
42 
76 
50 

21 
53 
79 
35 
41 
38 


4 

6 

10 

8 

3 

7 
11 
5 
6 
5 


26 
28 
30 
61 

26 
26 
31 
21 
26 
32 


6 

7 

7 

12 

6 
6 
7 
5 
6 
7 


2 

6 

4 

12 

3 
2 
3 
2 
3 
8 


3 

8 

6 

17 

4 
3 
4 
3 
4 
11 


117 
180 
164 
177 

178 
121 
166 
87 
105 
108 




<e) Follow card as nearly as practicable. 

id) Follow card to a certain extent 

(« J Pay over card at times. 




(/) Follow card depending on competi- 
tion 




(0) Pay over card on one grain 

CA Pay over card on two or more grains, 
(i 1 Pay over card 




(i Card used as a basis 




fki Do not foUow the caid 








Total not foUowing card abso- 
lutely 


585 


47 


476 


65 


297 


60 


45 


63 


1,403 


57 






Total replies tabulated 


1,247 


100 


730 


100 


428 


100 


71 


100 


2,476 


100 







^ Includes mill-owned lines. 



From these replies it appears that 1,073 elevators, or 43 per cent, 
"followed the card." It is to be noted, however, that 53 per cent oi 
the lines so reported, but only 37 per cent of the mills, 31 per cent 
of the independents, and 23 per cent of the cooperatives. In other 



*r Without qualification. 

S8 Actual rephes were— ''aim to follow card,''— "endeavor to follow card." 

» Actualreplies were— <"as close as possible"— ''as close as I can''— "as near as I can" — "to the best d 
my ability" — "the best I know how"— "almost entiiely"—"^ 
''almost to full extent." 

>o Actual replieflwere— "attlmes"— "on some grains"— "partly"— "to some extent"- *'to a good ex- 
tent''— "sometimes"— ''8omewhat"—"most of thetime"— ''generally"— "usually"— "pretty cfisely"— 
"reasonably close"— "fairly well"— ^'in most cases"— "under on one or more grains" — "except on ane or 



'very dose"— "closely"— ^*mo8t always"— 




rgm IS too big 
"Actual replies were— "compelled to follow to meet competition''— "as near as competition will per- 
mit"— "except when competition makes it necessary" (to depart from the card price>— "depending oo 
competition"— "local conditions govern"— "unless competition bids more.'* 
» Not qualified. 

M Actual replies were— "used as a basis" — ^"used as a guide" — "used to keep line on other buyers"— 
"used to get an idea what to pay"—" used as a reference"- "used to follow fluctuations' '—"as relative to 
changes on grades"- "for comi>arison of prices of grades"— "on spreads between grades' —"used aoooiding 
to best judgment." 
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words, one-third of the nonlme elevators reported following the 
card without variation. It is not clear from these replies, more- 
over, whether they ''followed" the card as a basis or whether they 
actually paid the card prices. For this reason, therefore, it would 
not be sate to conclude tnat all elevators reporting that they *' follow" 
did in fact pay card prices. The remaining operators indicated that 
they did not or could not follow the card without some variation, 
and. 108, or 4 per cent, stated flatly that they did not follow the card. 
Further analysis shows that of tne number who stated flatly that 
they followed the card 662, or a majority of this class, were the agents 
of line companies. Also, in the next five classes (6, c, d, e, and/) — 
where an effort to follow the card was shown — 398 out of 816, or 
practically half, were the agents of line companies. It appear^ that 
85 per cent of the agents of line-elevator companies either followed 
the card or made an effort to do so,®* but that 47 per cent of them 
were not able to follow it absolutely. Among the other classes of 
dealers a majority of each class failed to follow the card absolutely, 
although (adding a, ft, c, dj e, and / ) a majority of each class made 
some effort to do so. 

In order to further test the use made of the card, the prices paid 
for certain grades of grain by 340 country elevators at representative 
countrv markets in the four Northwestern States were compared 
with tne Grain Bulletin quotations of the same day** for the same 
stations for the five-year period 1912-13 to 1916-17. 

The results of these comparisons, which were made for Nos. 1 and 3 
northern (spring wheat). No. 3 white oats, and No. 2 rye, are shown 
in Appendix Tables 38 to 41. From these tables it appears that 
instances of correspondence between prices actually paid for grain 
and Grain Bulletin card prices constituted a relatively negligible pro- 
portion of the total price comparisons for each of these grades of 
grain in each year. The proportion of deviations over the card 
ranged, as a rule, from 60 to 80 per cent of the total number of com- 
parisons with the card, and the deviations below from 40 to 20 per 
cent. A very substantial proportion of the deviations from the card 
amounted to as much as 2 cents. In connection with these figures 
reference is made to the conditions of competition and of agreements 
in restraint of competition in country buying in this territory during 
this same period as set forth in other sections of this chapter. 

Section 11. Conclusion. 

The statistical evidence obtained indicates that the card is used 
chiefly as a basis for buying by a majority of elevators; that varia- 
tions therefrom are exceedingly numerous and frequently substantial; 
and that in the great majority of cases these variations tend to be over 
the card price, thus giving the farmer a higher price than that figured 
on the card.^^ 

* Line company agents are usually instructed to follow the card in the absence of special instructions 
and when competition does not make it impossible. 

M The same d!ay was used on account of thef act that so many of the elevators receive wire changes during 
the day that the prices they pay are often based on the Gram Bulletin prices of that day and not of the 
day preoeding. As a further cneck on the test, however, the prices were also compared with the card 
quoiationslssaed on the previous day, but the results were not substantially different from those given 
in the table. For example, this test showed for deviations of 2 cents or more on No. 1 northern wheat in 
1914-15, 36.86 per cent as compared with 38.87 per cent in the table here published. And the percentage of 
deviations on this grade of wheat for 1915-16 by the second method was 44.28 as compared with 45.03 in the 
table. Both tests showed departures from the card price in a majority of the comparisons made. 

*f Obviously this means that the elevator narrows the buying marghi allowed in making up the card and 
tends to sapport repeated statements by Mr. Dqrant that the card f uniishes a minimum buying price to the 
country. 
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As appears from Volume I of the report, however, the card has 
been repeatedly and contmuously employed as a basis for price ajzree- 
ments and sinular arrangements entered into on the initiative of ele- 
vator managers in the comitry markets or through line officials at the 
terminal markets. Repeatedly it has been either agreed or mutually 
understood that card prices omy should be paid by the elevators at a 
station, and certain technicalities of the service facilitate the card's 
employment in connection with such price agreements. This use of 
the card for price-fixing purposes, however, is attributable chiefly to 
the price policies of the various country elevators, particularly the 
lines. It IS probably safe to infer that many of the devators report- 
ing to the Commission that they followed tne card were doing so as 
the result of such agreements. In this connection it is perhaps worth 
noting that the lines which are most frequently the instigators and 
participants in the agreements and xmderstandings regarding prices 
are also the most consistent according to their returns in following 
the card. 

It is also clear that the Grain Bulletin was originally oi^anized and 
financed by the Minneapolis line-elevator companies; that Mr. Du- 
rant in the early years acted for the line-elevator companies in pooling 
arrangements, and xmtil a comparatively recent date handled for 
them matters pertaining to the closing and leasing of country eleva- 
tors, as well as receiving and disbursing funds for^ political and legis- 
lative purposes on behalf of these concerns. 

The service first developed as. a line-elevator institution, and it 
seems fairly certain that prior to 1913 the line-elevator companies 
largely influenced the poUcy of the card, and that it was operated to 
a ^eater or less extent in their interest. 

One indication that this was the situation is found in the fact that 
prior to 1912 Mr. Durant would adjust the card for a particular station 
on the request of a line company (as a part of a general policy of 
making the card reflect the nighest price which any elevator at a 
station was willing to pay) . It thus oecame possible for the Une to 
have the card price raised to a point which would allow no profit at 
any station where it might wisn to destroy competition, and there 
are numerous indications that the card thus became an instrument 
which was employed by the line companies in local price-raising wars 
of this character. 

Furthermore, by imphcation at least, Mr. Durant has admitted 
the influence of the line companies prior to 1913, as appears in the 
following letter: 

Minneapolis, Minn., August t8, 1916, 
Mr. D. B. Johns, Seet'y., 

Luchfield, 

Dear Sir: Youtb of the 26th, received and noted, we trust that in the very near 
future to be able to comply with your request. 

Prior to 1913 what you say about our being influenced by Line Elevator companies 
might have been true but since that time it has not been. 

Yours very truly, 
frd. The Grain Bulletin. 

The passage of the State antidiscrimination laws in 1913 marked 
a change in the policy of the Grain Bulletin. From that time till 
1917 Mr. Durant toot the position that he would adjust the card 
basis at the request of local elevator managers but not at the request 
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of the line (unless for the Ime as a whole) . So far as can be judged by 
his correspondence this policy was adhered to during this period." 
With the dosing out of the guarantors fund in 1914, the Grain BuUetih 
may be said to have become financially independent of the line ele- 
vators. In 1917, under war conditions, Mr. Durant dropped the 
policy of adjusting prices upon request (special cards) and nasnot 
resumed this plan so far as any evidence has been obtained. 

Mr. Durant s misceUaneous political and other activities in behalf 
of the line companies continued after 1913. Hiese activities natur- 
ally caused suspicion as to the independence of the Grain Bulletin. 

in conclusion, it may be said that so far as evidence has been found 
Mr. Durant does not appear to be operating the card at the present 
time in the interest of any particular class of subscribers, or as a price- 
fixing mechanism, whatever he may have done in the past afid what- 
ever his present relations with the line companies may be in political 
and other activities. 

In view of &11 the facts recited the Commission is of the opinion 
that some form of Government regulation or supervision of the card. 
State or Federal, is probably desirable. Just what form this regula- 
tion should take the Ck>nmiission is not prepared to state wimout 
making a much more detailed and careful canvass of the situation. 
So far as present information goes, however, it is believed that such 
regulation and supervision should not be too detailed, but at least 
regular report^ to some Governmental agency should be required. 
These reports might be, for example, a continuous daily record of the 
terminaimarketDase prices employed, whether "to-arrive," "spot," 
or "future," the handling margins allowed and methods of ascertain- 
ing and computing same, with explanations orf any difFerences as be- 
tween different grains, etc. Records of any special adjustments made 
should alsa be supplied, together with reasons. Another method 
woidd be to require that a fun report of this character should be made 
at the beginning of each crop year; any subsecjuent report to be made 
only when there are any changes or deviations in the handling margins, 
base prices, etc. 

All such reports should be made matters of public record. The 
Governmental agency should of course be directed to confer with Mr. 
Durant in regard to any changes made and to raise objections and dis- 
cuss the changes with nim, but it is doubted that Governmental su- 
pervision shomd extend further than this. 

Lest there be misinterpretation, it should be clearly understood that 
these recommendations are not advanced upon the theory that there 
are irregularities in the operation of the Gram Bulletin service to-day, 
but because of the important influence of the card on buying prices 
and of the large imcontrolled and unsupervised discretion vested in a 
single individual who is responsible for computing and sending out 
these prices. 

To adopt the foregoing recommendations proposed by the Commis- 
sion should tend, it is beueved, to insure not only that the card prices 
will be at all times fair and just country prices, but also that the card 
will not in the future be influenced by any particular class of sub- 
scribers, as it has been in the past. 

M As pointed out, the lines were able from 1913 to 1917 to obtain adiustments at local stations through 
procuring nonllne competitors to request the change in the card. Smce this involved the consent and 
oooperewn of the latter, it is probably safe to conclude that adjustments thus procured were indicative of 
agreements and cooperation af the stations affected. That Mr. Durant was privy to this situation is certain 



Chapter IX. 
PRICE OF CASH GRAIN AND CLOSING PRICE COMMITTEES. 

Section 1. Cash prices reported. 

The rules of many of the exchanges require that some record be 
kept of actual transactions in cash grain/ and even where there is 
no such specific requirement by rule ' it is generally the custom to 
do so. More or less detailed records of the prices at which cash 
grain is sold are kept at all the principal markets. At the smaller 
markets the records of sales are usually less extensive on account of 
the smaller Yolimie of transactions, though these records may as a 
matter of fact present more complete information as to transactions 
at those markets than do the records of the larger ones, on accoimt 
of a more satisfactory system of reporting sales. Most of the' daily 
newspapers at the important terminal markets carry accounts of 
tiie cash^rain trading each day^ including certain reports as to cash 
prices, rrices so reported, however, are usually merely the close 
or the high and low, or both. 

At several of the markets, as Chicago, Minneapolis, Duluth, and 
Kansas City, there is published a daily market bulletin or price 
current which prints a detailed record of tne prices at which numerous 
individual cars of grain are sold. These puolications show the kind 
and grade of ^ain, the prices, and the number of cars sold at each 
price. Notations are also usually made as to any peculiarities of the 
various cars as ''smut,'' "musty,'' etc.'* 

I Minneapolis, Kansas City, Omaha, Indianapolis, and Cincinnati (Vol. II, Chap. V, sec. 18). For fur- 
ther information on the quotation services of the exchanges, see also Vol. II, Chap. VII. 

* Chicago and Duluth. 

* The following statement, as published for the Kansas City market (Hay 10, 1921), will illustrate the 
prectioe: 

KANSAS crrr car-lot grain sales. 

Actual sales of cash grain as posted on the board of trade to-day were: 

Hard wheat. 

Dark hard—No. i.— 1 car, S1.43. 
No. 9 dark Aard.— 2 cars, $1.45, 1 at $1.44, 2 at $1.43. 
No. S dark hard.—l car, $1.45, 5 at $1.44, 1 at $1.43. 
No. 4 dark hard.— 2 cars, $1 .43. 
No. 6 dark hard.—l car, musty, $1.39. 

Bard— No, /.—I car, $1.394, 8 at $1.39, 10 at $1.38; smutty, 1 at $1.38, 1 at $1.36, 2 at $1.35. 
No. t hard.—l cars, $1.39, § at $1.38, 15 at $1.37; smutty, 4 at $1.36, 3 at $1.35, 6 at $1.84. 
iVb. S hard.— 2 cars, $1.36, 1 at $1.35, 8 at $1.34; smutty, 1 at $1,38, 3 at $1.34, 2 at $1.32. 
No. 4 hard.— I car, 4 per cent rye, $1.38, 2 at $1.33, 1 at $1.32; smutty, 2 at $1.31, 1 at $1.30. 
No. 6 hard.—l car, smutty, $1^4, 1 at $1.32, 1 at $1.30, 1 smutty, $1,30; mustyi 1 at $1.35, 1 car, 1 percent 
H. D., $1.33, 1 smutty, $1.32. 
Sample hard.—l car, L. W.. musty, $1.32, 1 smutty, H. D., $1.28. 
Red wheat— No. i.— 2 cars, $1.52, 1 L. 8., $1.52. 
No. Bred.— I car, $1.49, 1 at $1.48, 1 at $1.46. 
No. S red.— I car, $1.43. 
No. 4 red.— I car, B. H., $1.35. 

SampUred.—WM weevil, 1 car, $1.49, 1 musty, $1.40, 1 light test, $1.37, 1 onions, $1.32, 1 at $1.33. 
Mixed wheat.— No. t.—l car, $1.40, 1 at $1.39. 2 at $1.38. 
No. f mixed.— I car, $1.45, 1 at $1.44, 1 at $1.37, 1 durum, $1.32. 
No. S mixed.— Smutty, I car, $1.31, 1 at $1.30. 
Sample mixed,— I car, L. W., musty, $1.33. 

CORN. OATS, ETC. 

No. 2 white, 7 cars, 55} cents, 1 at 55 cents, 1 B. H., No. 3 white, 2 cars, 38} cents, 1 at 38 cents. 

55 cents. Kafir, No. 2 white, 1 car, 97 cents. 

No. 6 white, 1 car, B. H., 45 cents. No. 3 white, 1 car, 95 cents, 1 at 93 cents. 

No. 2 yellow, 3 cars, 56 cents, 1 B. H., 55 cents. No. 4 white. 1 car, 89 cents, I musty, 89 cents. 

No. 3 yellow, 1 car, 54 cents. No. 3 mixed, 1 car, 95 cents. 

No. 5 yellow, 1 car, 54} cents. Milo maize. No. 3. 2 cars, $1.08, 1 No. 4 or better, 

No. 2 mixed, 1 car, high color, 54} cents, 1 at 53} at $1.08, 1 mixed, $1.05. ^ ., ^n 

cents. Cane seed, 1 car, 35 per cent kafir and milo, 20 

No. 3 mixed, 4 cars, 51} cents. p^ cent wheat. 95 cents. 

No. 5 mixed, 1 car, 52 cents. Barley, No. 3, 1 car, 55} cents. 



No. 4 oarley, 1 car, 54 cents, 1 at 53 cents. 
Millet, 1 car, 98 cents. 
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The sources from which these publications secure the price records 
are the exchanges, or members thereof, and the actual methods of 
collecting them vary with the different markets. 

At Minneapolis tne cash traders on the floor are required by rule 
of the exchange to report all sales of cash grain received from coimtry 
points. These transactions are then posted on the exchange black- 
board and are published daily by the Minneapolis Daily Market 
Record.* In addition to the record of actual transactions there are 
posted each day at the close of the market the closing prices of cash 

frain as determined by the closing price committees. (See sec. 2, 
elow.) 

Records of actual sales of cash grain on the Chicago Board of 
Trade are made public daily and appear in the Chicago Daily Trade 
Bulletin. The method by which these prices are collected d^ers 
radically from that at Minneapolis. Mr. Mauff, secretary of the 
board of trade, stated in reply to a question as to whether or not all 
sales were reported daily, that they were '* supposed to be so 
reported but no means of knowing whether a memoer holds back or 
not. To him it would be vital to report, otherwise customers would 
complain if not in the official recora of prices.*' 
The method of collection is described by the secretary of the board 

of trade as follows! 

• 

The Cleveland Telegraph Company ^Vol. II, p. 125, and Vol. V, p. 56) has two 
employees whose duty it is during market hours to move around among the sample 
tables and those malang contracts in cash property, and gather all the prices they 
can in these cash transactions. This method doe^ not insure the collection of every 
quotation on cash property, as in the case of contracts for future delivery, but is 
sufficient to insure the fathering of most of the cash prices. Members to these cash 
transactions are generally wilUng and glad to notify the reporter. These quotations 
are also retained on slips of paper and sent to the tel^raph operator whose duty it 
is to send them on the wires. These cash prices are transmitted over the wires at 
12 :00 o'clock and at the close of the market. These slips are also put on the spindle 
with the other quotation slips. 

At 1:15 o'clock P.M., the close of the market, the Chief Operator of the Cleveland 
Tel^raph Company makes a list of the high, low and closing prices of each com- 
modity, including cash transactions, and thede are sent out by the operator of the 
Cleveland Telegraph Company on the wires immediately following the close of the 
market. None of these high, low and closing prices are published by the Exchange. 
All that is done towards their publication is they are put on the telegraph wire, as 
above stated. 

After the close of the market the quotations on these slips which are placed upon the 
spindles are recorded by employes of the Cleveland Telegraph Company in books 
under each date, so that these books, to which the exchange and all of its members 
have access, furnish a permanent record of every change in contracts for future de- 
livery made on the floor of the exchange and sudi changes in the price of cash grain 
transactions as these employes are able to learn from the parties to the cash trade. 

The quotations give the highest cash sales and the lowest cash sales that these 
employes are able to collect from the parties to the transactions. 

At Kansas City the members of the board of trade are, quoting 
from a letter from the secretary, '' obliged to report every sale within 
15 minutes.'' The exchange furnishes members with slips on which 
sales are noted, and from these slips a cl«rk from the secretary's 
office posts on a blackboard all casn sales. From this blackboard 

* It should be noted thai all original sales of cash graiji are not reported, a statement by the assistant 
secretary of the exchange being ^^practically all sales reported," 

56976'— 22 17 
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the Kansas City Daily Price Current * secures the record of cash 
sales which it publishes daily. 

Since all sales are recorded, the high and low prices for the day 
necessarily are published. When no sales of any grade of grain 
occur on any day the Cash Market Committee ® names a price which, 
^4n their judgment, the grain would have brought.''^ Such prices 
are designated as nomind.^ This committee also is charged with 
seeing that sales are promptly reported and posted. At those markets 
where it is not required that all cash sales be reported the record 
of sales is almost certainly not complete. At other markets the word- 
ing of the rules is such that not every cash sale is reported. Thus 
Mmneapolis requires, under the rules, reports of all sales of ^'cash 
grain seed from country points." Ooviously such a rule does not 
require the report of resales of cars and, according to the report of 
the secretary, these are not included. Conse<iuentTy scalped cars do 
not figure in the price records of the Minneapolis exchange (Chap. XI). 

At most exchanges it has also been stated that, where a sale is 
reported at a certain price, cars subsequently sold at the same price 
are not always reported, the commission house having in the original 
sale a price record by which his consignor can confirm the sale price 
reported to him. At Chicago and Peoria cash sales may be made 
between buyers and sellers on private terms (P. T. transactions), 
and the prices at which these transactions are effected are not re- 
ported, in consequence such transactions are not published in 
these daily records of prices. 

Section 2. Closing prices. 

The Miimeapolis and Duluth markets are peculiar in that on these 
two exchanges, as contrasted with others, committees composed of 
exchange members make up each day cash closing prices for the 
various grains. At Minneapolis there are two of such committees, 
one for wheat and the other for coarse grains. Each committee is 
usually composed of three or four members. 

A description of the processes involved in making up these closing 

f trices as given by the two Minneapolis committees in 1921 is as 
oUows: ^ 

CASH WHEAT CLOSING PRICES, MINNEAPOLIS CHAMBER OF COMMERCE. 

The closing quotations for cash wheat are based on the prevailing future. The three 
members of the committee on closing miotations on wheat meet at ti^e close of the 
market and pool the knowledge which they have gained in the course of the morning 
from their various associates as to the premium or discounts over or imder the pre- 
vailing future which are being paid in the market. In case of anv question eacn of 
them go around to the different buyers and sellers and find out wnat, in their judg- 
ment, is the market. 

The close is not based on the cash sales during the day neither on the range of such 
sales nor on the avenge of them. It might happen, tor example, that the buyers 
were in the course of the morning paying a certain permium for wheat, but before the 
close be filled up or not willing to take wheat at the early premiums and therefore 



^ The secretary of the Board of Trade of Kansas City states that this is "the ofQcial Price Current of the 
Kansas City Board of Trade." 

• Appointed by the directors. 

7 From a letter from secretary of Kansas City Board of Trade. 

* The method of making up the closing prices each day is in general much the same at Duluth as at Min- 
neapoliSj and in consequence no description of the practice at Duluth is given. In this connection atten- 
tion is directed to the fact that the statement on p. 324 of Vol. II, to the effect that the Duluth close is the 
highest pnce which any of the lare^e operators is willing to pay, is erroneous and is based on a misunder- 
standing of the situation at the time when that volume of the report was wntten. 
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the closiii^ quotations would be based on the later premiums as the earlier premiums 
could notbe obtained at the close. 

On the other hand, it might happen that buyers were in the market strong at the 
close, offering and paying premiimis higher than those "paid earlier in the morning and 
then the closing quotations would be based on the later premiums. 

Briefly then, the members of the conunittee find out what premiums or discounts 
are being offered and paid for wheat by buyers who are in the market for reasonable 
quantities of wheat at the close, and tnen apply these premiums or discounts to the 
closing quotation of the prevailing future thus making tne closing quotations for cash 
wheat.® 

COARSE GRAIN CLOSING PRICES, MINNEAPOUS CHAMBER OF COMMERCE. 

The closing price committee for coarse grains, in closing the market daily, endeav- 
ors to show actual tradmg prices existing at the close of each session. In determining 
these prices, representative buyers and sellers are questioned as to trading basis 
current during tne day, posted sales ccnnpared with range of futures and such informa- 
tion checked by the committee from their personal knowledge of the day's trading. 
As demand fluctuates frequently, special effort is made to learn if the day's price 
basis still maintains at the close. 

Methods of handling the various grain prices differ in some particulans as detailed 
herewith. 

Barley: Prices on cash barley do not follow futures so closely as other grains, 
perhaps due to barley grades not accurately reflecting buyers' different requirements 
which are variously governed by weight, plumpness, color, cleanness, condition and 
character. The course of barley futures may reflect the general market movement, 
but cash prices are seldom based closely thereon. It follows that closing prices must 
therefore oe more or less arbitrary to the judgment of the committee and since the 
market is so largely a ** sample " proposition, barley has been grouped for closing quo- 
tations in three classes: — choice to fancy, medium to good, and lower grades. In 
quoting a range of value on these groups, various factors are considered; 9ie relative 
quality of the receipts, the cash sales compared with the day previous, the volume 
offered and the demand. All are judged as to their effect on values and closing prices 
based thereon. Sales to-arrive are made on individual samples so no "to-arrive" 
close can be given. 

Com: In times of surplus cash corn prices follow closely the movement of Chicago 
com futures. When offerings are insufficient for local consumption, prices become 
temporarily independent of such basis. Cash sales, volume offered, demand existing 
and movement of futures are therefore all considered in closing prices which usually 
can be based approximately at a discount or premium on closing futures. 

Oats: This commodity follows closely the movement of Minneapolis oat futures. 
There being a considerable range in quality at present on the various g^rades, quota- 
tions show a spread in values cereal mills paying premiums for best quality. For 
example, present range on #3W oats shows December price to IJ^u under, and closing 
quotations are so given, based on the closing price of that future. * ' To-arrive " prices 
are based on bids given by buyers for * * round lots " of 5,000 bushels or more at the close, 
subject to *' hedge " in the future market. 

Rye: Prices on rye also follow the Minneapolis futures very closely and closing 
quotations are based thereon, from information gained in the same maimer as described 
above. 

Flax: Minneapolis being a large consuming market with crushers using the futures 
continuously for hedeinfi; protection, cash prices foUow these futures closely and are 
closed daily on such basis. Range in quahty is i^own in a spread of values. Prices 
*•' to-arrive are based in the same maimer. 

It is clear from the foregoing that the close is not the last actual 
sale, as in the case of certain other exchanges, but is based on the 
future, and that the premiums or discounts to be applied to the future 
in determining the closing price are left to the judgment of the closing- 

{>rice committee. This would appear to raise the question as to how 
ar such closing prices are to be regarded as representative of the 
actual cash market at the close and as a correct basing price for 
country buying (Chap. VIII, sec. 3). It was therefore felt that it 

• The foregoing method applies to both spot and "to-arrive" transactions, the only difference being that 
the spot premiums or discounts are used in the former case and the "to-arrive" premiums or discounts in 
the latter. 
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would be of interest to compare the Minneapolis closing prices with 
actual prices paid for grains on the exchange dimng the day in an 
eflFort to test the situation in these respects. Because ''to-airive" 
actual prices were too infrequent to be employed for actual com- 
parisons with the 'Ho-arrive" close i-t was necessary to use the spot 
prices.*® 

The Minneapolis closing spot prices for certain grades of grain on 
specified days were therefore compared with certain of the prices 
actually paid for the same grades on the same days. Because the 
close is usually given as a range the mean of the close was taken and 
for cash prices during the day the mean of the high and low and al^o 
the modal price; i. e., the price at which the greatest number of cars 
was sold. Where two modal prices appeared the average of the two 
was employed. The grades selected were Nos. 1 and 2 northern 
wheat and No. 3 white oats, and comparisons were made for the first 
five days of each month for five years. On account of Sxmdays and 
holidays ajid because on some days there were no sales of the grades 
in question, the price comparisons are less than 60 in the case of each 
grade in all years. The following summary presents the frequency 
of deviation of the means of closing prices of No. 1 northern and No. 
3 white oats over and under the modal price and means of actual 
high and low prices. 

Frequency of deviation of mean closing prices over and under the mean of the actual high 
and low and the modal figures for specified grades of wheat and oats at Minneapolis j 
1912-13 to 1916-17. 



Commodity and year. 


Relation of mean of close to 
mean of high and low. 


Relation of mean of close to 
the modal price. 


Times 
over. 


Times 
nnder. 


Times 
equal. 


Times 
over. 


Times 
under. 


Times 
equal. 


No. 1 northern wheat: 

1912-13 


15 
20 
15 
19 
11 


28 
25 
32 
28 
34 


3 
3 
2 

1 



9 
22 

7 

19 
16 


34 
25 
42 

28 
29 


2 


I9ia-U 


1 


1914-15 





1916-16 


1 


1916-17 









1912-13 to 1916-17 


80 


147 


9 


73 


158 


4 






No. 3 white oats: 

1912-13 


14 
17 
14 
15 
13 


14 
21 
28 
29 
29 


16 
6 
6 
3 
3 


11 
16. 
17 
25 

18 


16 
20 
23 
18 
22 


17 


1913-14 


A 


1914-15 


7 


1915-16 


4 


1916-17 


5 






1912-13 to 1916-17 


73 


121 


34 


87 


99 


39 







It will be observed from this tabulation that the ''close" averaged 
lower than the mean of the high and low and modal " prices for wheat 
far more frequently than it averaged higher; and that while the 
''close'' for ^fo. 3 white oats was predominantly under the mean of 
the high and low prices, it was not much more frequently below than 
above the modal price. 

w This is an important point to be considered in connection with the subsequent discussion, since it is 
the "to-arrive" close and not the spot close that is u«ed chiedy as the basis in country buying (Cnap- VIII, 

" Price at which the greatest number of cars was sold. 
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The extent of the deviations of the means of the closing prices 
issued for No. 1 northern wheat over and under the mean of the 
actual high and low prices for the five years specified (derived from 
transactions on the first five days of each month and excluding those 
where the means of the close and high and low coincided) are indi- 
cated by the following figures : 



+DEVIATION8. 





Number of deviations. 




Less than 
Icent. 


1 to 1.99 
cents. 


2 to 2.99 
cents. 


3 to 3.99 
cents. 


4 to 4.99 
cents. 


5 to 5.99 
cents. 


6 cents 
and over. 


1912-13 


13 

17 

10 

9 

2 


1 
2 
3 
7 
6 




1 








1913-14 


1 
1 
2 

1 








1914-15 




1 






1915-16 


1 
1 






1916-17 




t 


1 








Total 


51 


18 


5 


3 


1 


1 


1 







-DEVIATIONS. 



1912-13 


21 

20 

15 

5 

5 


5 
4 

7 

10 

5 


2 










1913-14 








1 


1914-15 


4 
6 
5 


2 
4 
5 


2 


2 




1915-16 


3 


1916-17 


6 


3 


5 






Total 


66 


31 


17 


11 


8 


5 


9 







The statement following shows likewise the number and extent of 
deviations of the means oi the closing prices over and imder the modal 
price of the actual transactions for the day, on No. 1 northern wheat, 
using the same periods as in the *prece(ung analysis and excluding 
those transactions where the means in question coincided with the 
modes: 

+DEVIATI0NS. 





Number of deviations. 




Less 

thanl 

cent. 


ItO 

1.99 
cents. 


2 to 

2.99 

cents. 


3 to 

3.99 

cents. 


4 to 

4.99 

cents. 


5 to 

5.99 

cents. 


6 to 

6.99 

cents. 


7 to 

7.99 

cents. 


Scents 
and 
over. 


1912-13 


8 
18 
6 
7 
5 


1 
3 

7* 

5 
















1913-14 


1 
1 
2 
3 








1 




1914-15 








1 




1915-16 


3 

1 






1 




1916-17 


i 


1 


' 










Total 


44 


16 


7 


4 


1 


1 


1 






1 • 





-DEVIATIONS. 



1912-13 

1913-14.... 

1914-15 

1915-16.... 
1916-17.... 

Total 



18 

19 

13 

9 

3 



62 



12 
6 
9 
9 
5 



41 



6 
3 
5 



18 



6 
3 
6 



2 

i 



3 
1 
2 



15 



6 



2 
2 
3 



1 
3 
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This tabulation shows that the closing price was not only lower 
than the modal price for the day more frequently than it was over this 
price, but also that the minus deviations were generally much wider 
than those on the plus side. 

A similar comparison as between the means of the closing prices 
and the modal prices for No. 2 northern wheat showed the following 
results, days where the two prices coincided being excluded, as above : 

+DEVIATIONS. 



• 


Number of deviations. 




Less than 
Icent. 


1 to 1.99 
cents. 


2 to 2.99 
cents. 


3 to 3.99 
cents. 


4 to 4.99 
cents. 


5 to 5.99 
cents. 


6 cents 
and over. 


1912-13 


11 

23 

6 

6 

3 


1 
4 
3 
3 
5 












191S-14 


■ 










1914-15 


1 
4 
3 


2 
2 
5 








1915-16. . . : 








1916-17 


2 




2 








Total 


49 


16 


8 


9 


2 




2 









-DEVIATIONS. 



1912-13 


19 

15 

10 

6 

8 


10 
5 
9 

14 

7 


1 










1913-14 










1914-15 


6 
5 
5 


7 
4 
2 




3 


2 


1915-16 


1 
1 


3 


1916-17 


1 


1 






Total 


58 


45 


17 


13 


2 


4 


6 







Here, again, we find that the closing price was more frequently 
lower than the modal price for the day, and that the minus deviations 
were somewhat wider than those on the plus side. 

Again, a comparison was made as between the closing prices issued 
for No. 3 white oats and the means of the high and low actual prices; 
and also as between the closing prices and the modal prices for this 
grade: 

+DEVIATI0NS. 





Number of deviations from the mean of high 

and low. 


Number of deviations 
from the modal price. 




Less 

than 1 

cent. 


Ito 

1.99 

cents. 


2 to 

2.99 

cents. 


4 to 

4.99 

cents. 


7 to 

7.99 

cents. 


12 to 

12.99 

cents. 


Less 

than 1 

cent. 


Ito 

1.99 

cents. 


2 to 

2.99 

cents. 


1912-13 


11 
16 
14 
13 
12 








3 




11 
16 
16 
23 
13 






1913-14 


1 










1914-15 










1 
2 
4 




1915-16 


2 

1 


*■••"*•* 










1916-17 










1 














Total 


66 


4 






3 




79 


7 


1 














-DEVIATIONS. 


% 


1912-13 


13 
21 
21 
21 
20 




1 






15 
20 
16 
16 
18 




1 


1913-14 












1914-15 


7 
6 
6 










7 
2 
3 




1915-16 


2 
2 










1916-17 






1 


1 










Total 


96 


19 


4 


1 




1 


85 


12 


2 
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Finally^ a test was made to show how frequently the closing prices 
were under both the mean of the high and low and the modal prices 
for the first five days of each month. In every year the deviations 
under were mo]*e frequent than the deviations over both the mean and 
modal prices for No. 1 northern wheat aild No. 3 white oats, as the 
following figures show : 





No. 1 northern 
wheat. 


No. 3 white oats. 




Times 
over. 


Times 
under. 


Times 
over. 


Times 
under. 


1912-13 i 


.8 
13 
6 
10 
10 


27 
17 
31 
20 
28 


8 
12 

8 
13 
10 


10 


1913-14 


16 


1914-15 


20 


1915-16 


15 


1916-17 


18 








Total 


47 


123 


51 


70 







Section 3. Conclusion. 

From the foregoing study it appears that the method of taking 
premiums and discounts over and under the future and applving 
these to the closing future prices, in order to determine a casn close, 
results in such closing prices running much more frequently under 
than over the prices prevailing during the day, and also in the varia- 
tions imder being much wider than those over the latter prices. 
There are at least three conceivable explanations of this situation. 

It is possible, in the first place, that the future prices at the close 
tend to be lower than those prevailing during the aay (on which pre- 
vailing prices the premiums or discounts to be used in determining 
the close are figured) . The possibility of such a situation is suggested 
by the inclination of scalpers of futures to even up at the close each 
day, taking losses rather than carrying over open trades, coupled 
with the possibiUty that scalpers at Minneapohs might more often* 
find occasion to take the buving end on heavy hedging sales than the 
selling end of the buving orders that are presumably more evenly dis- 
tributed. But the function of the future scalper may at Minneapolis 
be so largely performed by spreaders, who would have no such need 
to close uieir open trades, that this possible explanation is decidedly 
hypothetical, in fact, a compilation of contmuous quotations at 
A£nneapolis designed to test t£ds hypothesis, shows no tendency to 
a sag in future prices at the close." The first possible explanation, 
therefore, evidently does not explain. Some other explanation must 
be sought for the predominance of minus deviations in the cash clos- 
ing prices as compared with cash prices of the day and for the greater 
average width of^such minus deviations as compared with the plus 
deviations. 

A second possible explantion is that cash prices may tend to 
sag toward tne close of the market as compared with cash prices 
paid earlier in the day. It is well known that cash commission men 
are reluctant to carry consigned grain over until the following day, 
since by so doing they are in effect speculating with the consignor's 

u This compilation shows average iMices at or nearest each 15 minute interval from 11.45 to the close for 
the first 5 days of each month for 3 years. 
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grain. It is possible, therefore, that cash commission men, as a rule, 
are less likely toward the close to hold out for as high prices as earlier • 
in the session, because of the fear that they may be obliged to carry 
the grain over to the succeeding day. It is also possible that there 
is less competition among the buyers toward the close of the market, 
because more of them have succeeded in buying their requirements 
than is the case earlier in the session. Moreover, on many days of the 
year the ffrain left near the close of the day on the sample tables is 
likely to be of poor quality, or held at unreasonable prices. Under 
such conditions Duyers may prefer to hold ofif imtil the following day 
when their opportunity for selection will be greater. 

It is not intended by the foregoing to assert that there is such a 
decline in cash prices toward the close of the market as that pos- 
tulated, more especially since there are no data available to test the 
matter statistically, if, however, there is a preponderance of such 
declines, it may be an explanation of the situation under discussion. 
Certainly such sags in the daily cash market in any representative 
period would account, at least partially, for the fact that the closing 
prices in the same period are more frequently below than above the 
actual cash prices for the day. Since it is the spread between the 
cash and future which is applied to the future close, a tendency for 
cash grain prices to decline toward the close of the market should 
result in closing cash prices tending to be below the averages or 
modes of the cash sales. As stated, nowever, no statistical data are 
available to test this hypothesis. 

The fact that the determinations of the premiums and discounts 
are so. largely a matter of personal judgment, however, suggests that 
the greater frequency and greater size of the minus deviations may 
be due to defects in the human judgments involved, rather than to 
any sag in cash prices at the close. Objections to the method of de- 
terminmg closing prices as made up at Duluth and Minneapolis may 
be based primarily on this situation. No matter how honest the 
exchange members on the closing price committee may be, their 
•judgments are necessarily fallible. Some evidence of this fact is con- 
tained in the files of correspondence examined, which show that 
various exchange members have at times felt that the closing price 
of this or that grade of grain on this or that particular day was not 
a correct price in view of the conditions prevailing." 

It is also to be noted that the future close at Minneapolis is itself 
more commonly a bid or asked price than the price on an actual 
transaction, according to the evidence of published continuous quo- 
tations. This situation introduces a further element of personal 
judgment into the decisions of the closing-price committee. 

Moreover, the psychological effect of tne character of the market 
and of the businesses in which the members of the exchange and of the 

u To: Mr. John 0. McHugh, Sec. Chamber of Commeroe, Minneapolis. 
From; The Van Dusen Hsunlngton Co., Minneapolis. 

Dec. 8, 1M4. 

Dear Sib: As long as you are investigating the closing prices on com, wish you would also cneck up 
the wav the barley market is closed. 

On the basis of t<Mlay's closing, they quote choice barley at 57 to 61 cents, while any barley that is really 
good quality will sell at 5S to 60c and choice barley will sell at 60 to 61c. The good grades they (luote as 
low as 54 and 57, while feed barley sold here to-day at 55o,and their quotation on feed at 52 to 54 is rather 
misleading. 

I do not like to make these criticisms, but I have asked the Closing Committee once or twice to make a 
(dose on barley that would give a ^ir price on all qualities and not be misleading to the coimtry, but there 
seems to be some misunderstanding among the members as to just what they can do. 

* * * . * * « - « 

Yours very truly, 
CRD»6 (Signed) C. Ray Davis. 
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closingrprice conunittees are engaged should not be disr^arded. A 
large proportion of the exchange membership, the large lines, the 
terminal elevators, and the milb are buyers of country grain, and 
representatives of these groups sit on the closing-price committees. 
At times also a majority or all of the members of one or more of the 
closing-price committees have been either representatives of such 
buyers or of concerns affihated with such interests. The psychology 
of the buyer favors lower rather than higher prices. Even the 
country elevator is a buyer of country grain, so that the commission 
man wno sells its grain is in a way the a^ent of a buyer, and possi- 
bly can not be expected to be. especially mterested in whether or no 
the producer obtains as high a price for his ^ain as the market 
situation justifies. If the closing prices allow his country elevator 
customers to buy in the coimtry at something less than they would if 
the close were mgher, that means on the average a higher profit for 
the elevators. Besides, many Northwestern commission houses are 
directly or indirectly interested in buying country grain, through the 
fact that a large proportion of such houses axe connected through 
branches, affiliated companies, or otherwise with buying concerns. 
Thus the psychology of the exchange members in this area would seem 
to tend to press a committee-made close downward rather than upward. 

The closing prices employed in the above comparisons are the spot 
and not the '^to-arrive close. The country prices distributed by 
the Grain Bulletin are usually based on this latter close (Chap. 
Vm, sec. 3). But '*to-arrive" transactions are too few and infre- 
quent to permit satisfactory comparisons with the '^to-arrive" close, 
which is also not an estimate of the value of grain at Minneapolis 
on the day the transaction is ejffected, but for some days later. Both 
because of the infrequency of such quotations and because of this 
element of futurity, it may be assumed that the element of personal 
judgment involved in the make-up of these ' * to-arrive '' closing prices 
IS even greater than in the case of the spot close. 

From the foregoing discussion certain conclusions may be drawn: 
Terminal market jprices generally serve as the basis of prices paid in 
the country. It is, therefore, of vital importance to the grower that 
the records of prices actually paid should oe as complete and accurate 
as possible, and that any pnce compiled or selected from them for 
general circulation should oe determined as objectively and imper- 
sonally as possible. To this end two things are deemed fundamental. 

In the first place every cash sale maae should be required to be 
reported promptly together with the time of the transaction, regard- 
less of whether other sales have been made at the same time and 
price or not. As grain from country points may be resold several 
times in the same market before reachm^ the ultimate consumer (as 
at Minneapolis), it should also be required that all resales of cars 
should be reported in exactly the same fashion in order particularly 
that the higher prices paid to scalpers will have their due influence on 
the general level. Under present methods the lower original sales 
prices figure in the records of the day's transactions, but the higher 
prices paid on the same or subsequent days to scalpers for the same 
cars do not appear in the record.^* Perhaps such resale prices should 

14 This is true also of prices paid by scali)ers whicti are lower than the original prices, but, as shown in 
Oh. XI, sec. 5, the bulk of the scalpingis done at a profit. The rule requiring the reporting of cash sales 
at Minneapolis applies only to sales ^'f^om country points." The secretary of the ezchange has stated 
that resales are not reported. 



246 TEKMINAL GRAIN MARKETING, 

be specially designated as such, but in any case the complete record 
of tnese cash grain transactions, together with the time thereof, 
should be available to country elevators and to the public. 

Secondly, it is regarded as fundamental that in the issuance of 
prices, such as opening, high, low, and closing, the element of human 
judgment should so far as practicable be eliminated. Such prices 
should, so far as possible, represent actual purchases and sales and, 
in the case of opening and closing quotations, prices on transactions 
within a definite period after the opening or before the close! Highs 
and lows should likewise represent m all cases actual transactions. If 
it is found necessary to use bid or asked prices or nominal prices, they 
should be so labeled and any necessary explanations made. Where 
actual transactioqp are not available at the close the prices may have 
to be based upon actual transactions earlier in the day. Possibly there 
is no ob j ection to the method used at Minneapolis and Dulu th of applying 

Eremiums and discoxmts over and under the future to the future close, 
ut if this is done the method should be sharply defined and should 
be more objective and impersonal than that at present employed. It 
is important for the proper application of any satisfactory method 
that, as already stated, there be a complete record of all cash sales, 
including resales, together with the time at which each transaction 
was effected. With this record before them and the complete record 
of continuous quotations of futures, it would be possible for the com- 
mittee in making the close to determine with a good deal of accuracy 
the exact premiums and discounts prevailing at all times during the 
day instead of employing more or less of a '^snap'' judgment.*^ 

Whether this particular method is employed or not, it is highly 
important that tne procedure of closing price committees should be 
more definitely prescribed. 

Finally, it is recommended that all the exchanges should publish 
quotations on a uniform basis, each kind of quotation to be made up by 
as nearly uniform methods and principles as practicable. It will doubt- 
less be necessary to recognize the fact that on the smaller exchanges only 
a small number of actual transactions may be available. If practica- 
ble, it might be desirable that a representative of the Federal Depart- 
ment of Agriculture or other governmental agency should sit wim all 
committees having supervision over price quotations. 

Cash prices as at present reported for the various exchanges, and 
the metnods of recording and computing such prices, taking the ex- 
changes as a whole, leave a good deal to be desired. The exchanges 
have apparently devoted less attention to such matters than their 
importance warrants. It is believed that they would perform a 
considerable public service if they would undertake a careful study 
of the situation, with a view to attempting the establishment of a 
system of cash price quotations along the lines already indicated or 
along such other lines as might seem to be desirable in the attempt to 
improve the situation. 

^ From: Chamber ofCommerce of Minneapolis, Secretary's Office. 

To: Mr. D. F. Johnson, Chairman, Quotation Committee, Chamber of Commerce. 

Oct. 12, 1914. 

Dear Sib: As per your request as to the manner in which the closing prices on course grain are mad^ 
will say that this is done by the << Closing Price Committee on Coarse Grains/' of which C. C. Austin is 
Chairman, and W. Q. Ains worth and J.D. Lamb are the other members. The three members of this 
committee get together each day and talk over the closing prices. They spend an average ten minutes 
a day in determining the values of coarse grains. 

******* 
Yours truly, 

(Signed) £ . S. Hughes, A sst. Secy. 



Chaptee X. 
INSURANCE CHARGES BY DULUTH COMMISSION MEN. 

Section 1. Beasons for insuring consigned grain. 

With reference to the terminal charges billed back by commission 
men, the inquiry disclosed a practice of Duluth receivers which was 
not found at any other market. It appears that a majority of the 
receivers at that market have billed tneir shippers for '' insurance" 
on their grain while '^on-track" at the terminal elevator at the rate 
of 5 cents per $100 (selling price), and that in many instances the 
charges billed, as recorded on the books, were far in excess of the 
insurance expenses actually inciured. 

Section 7 of Rule XIII of the Duluth Board of Trade provides with 
reference to charges by receivers against country shippers that '' there 
shall be charged such legitimate expenses as are necessarily incurred 
•in caring for the property and guarding the interest of both consignor 
and consignee." The directorate of tne board of trade, it appeared, 
had not specifically approved an insurance charge of 5 cents per $100, 
but they nad ruled that if insurance was incurred in protecting the 
interests of a customer it must be charged back to him in conformity 
with the uniform commission rule. Insurance was thus regarded ks 
a legitimate terminal charge and the uniform rate of 5 cents per $100 
of selling price had been, agreed upon by the Commission Merchants' 
Association. This rate was never apparently questioned by the 
exchange authorities. 

Commission men explained the necessity of this insurance charge 
on the ground that the railroad's responsibility on a car of grain 
ceased tne moment it was set within 100 feet of the elevator to which 
it was directed, while the elevator's responsibility therefor did 
not begin until the car was unloetded, weighed, and warehouse 
receipts or the equivalent unloading reports were tendered. If in 
the interval between placing the car ''on- track'' and imloading, or even 
betweiBn unloading and the tender of the imload report or warehouse 
receipt, the grain should be destroyed by fire or otherwise, then the 
commission men, in their opinion, would be liable therefor to their 
customers. It was stated that delivery was not customarily made 
"on-track'' in the Duluth market and that title was retained until ware- 
house receipts (or unloading reports) were delivered to the purchaser 
of the grain. They declared that in Minneapolis, on the other hand, 
delivery was made to the purchaser ''on-tracK" and that no necessity 
of insurance, therefore, devolved upon the commission man. 

Section 2. The insurable risk. 

That such a period of risk (or ''gap") between the ending of 
railroad responsibility and the beginning of elevator responsibility 
for the grain existed in the Duluth market was denied by the attor- 
ney for the Duluth Board of Trade in 1917. He asserted, on the 
contrary, that there was rather an overlapping of responsibility as 
between railroad and private elevator: and that the matter of passing 

247 
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of title did not enter into the question since the elevator insurance 
policies were drawn without reference to whether the grain was 
owned by the elevator or merely intrusted to it. 

Further investigation developed the fact that insurance on grain 
had been largely placed through the Manley-McLennan Agency. 
Responsible omcers of this firm, mduding a firm member, stated that 
in tneir opinion the Minnesota standard policy for fire insurance, with 
the clauses customarily attached thereto, gave the grain insurance 
protection as soon as it was set within 100 feet of an iasuring elevator, 
and that, so far as thev could see, no period ordinarily mtervened 
between the cessation of railroad liability for loss and the assumption 
of such risk by an elevator. 

The following are extracts from clauses attached to the insurance 
policies covering grain in two of the terminal elevators (known as the 
100-feet clause) : 

$ On gram and seeds of all kinds, their own or held by them in trust or on 

commission, or sold but not delivered, if, in case of loss, the assured is legally 
liable therefor, while contained in the nume, iron-clad elevator and/or warehouse 
building and in cars therein and in cars on tracks, within one hundred feet 
thereof; situate at Duluth, Minnesota, and known as Consolidated Elevator 
Company's Elevator G. 

$ On grains and seeds of all kinds, their own, or held by them in trust, or on 

* commission, or sold but not delivered or removed, or bought but not paid for, or 
for which they may be legally liable, while contained in the frame, iron-clad, 
steam-power elevator and warehouse building known as the Itasca Elevator, 
situated on Allouez Bay, Superior, Wisconsin, and in cars therein and in cars 
on track within 100 feet of same. Lioss, if any, payable to the assured or order 
indorsed hereon for collateral purposes, but this insurance is void as to any sub- 
sequent purchaser or owner of the property hereby insured. No storage or other 
charges to be added to the market value of grain or seeds covered. 

It appears, then, that if delivery was accomplished by the carrier 
through placing the cars on the inaustrial tracl^ — ^which mi^ht leave 
a car at a spot more than 100 feet awajr from an elevator — mere was 
a period of risk covered by neither carrier nor elevator. If delivery, 
however, required actual unloading there could be no such risk for 
which the commission man was liable. 

The assistant secretary of the Capitol Elevator Co. stated freely 
that he could see no necessity whatever for any insurance by com- 
mission men on cars consigned to them for sale. ''When a car is 
dehvered on track to us/' he said, ''it is our car, and the completion 
of the deUveiy by unloading and issuing notice of imloading is merely 
a question oi time. We feel that the question of passage of title 
would not even be raised by an insurance company. We would 
gladly give and do give advances on cars when disposition* to our 
elevator is ordered." 

Various persons f amiUar with the market asserted that there was 
no necessity for the commission men to* assume such a risk. E. N. 
Bradley, manager of the Globe Elevator Co., stated that in his 
knowledge there has been only one case at law at Duluth raising the 
question of the extent of the carrier's responsibility. This case, he 
thought, had arisen in 1907. According to Mr. Bradley two cars 
of wheat had been ordered to the Peavey Elevator by commission 
firms and placed by the Northern Pacific Kailroad Co. on the switch 
tracks of the elevator, but not within 100 feet of the structure. A 
trestle caught fire and the cars of wheat were burned before they 
could be reached. The Cargill Co., who alleged ownership of one 
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car of wheat, sued the railroad company, he said, and won the suit; 
whereupon the raib-oad company had abandoned its claim that the 
cars of wheat had been delivered, and settled with another commis- 
sion house for the second car of wheat without protest. 

Mr. Bradley pointed out that the railroaas customarily claim 
responsibility for grain until the issuance of a weight certificate for 
it, and that they will, on order from a consignor, withdraw cars of 

gain from an elevator even when they are m position to unload, 
e stated that if the commission men would give his company 
turnover notices on cars of grain ordered to the industrial tracks or 
if thev would specify the car numbers on disposition orders, then it 
would become a question solely between the elevator and the rail- 
road companj. 

As to the liability of the carrier after a car of grain has been placed 
on the private tracks of an elevator company, reference should be 
had to me statement of the Interstate Commerce Commission in the 
Industrial Railways case/ restated in the Car Spotting Charges 
Case ^ as follows: 

Under the common law as construed in the practically unanimous decisions of the 
courts, a delivery of carload freight to a shipper having a private siding is made by 
shunting the car upon the switch, dear of the main tracks. 

Assuming this to be the rule, it would appear that an elevator 
company holds grain on its own tracks either at its own risk or at 
the risk of the seller (represented by a commission man) . 

Without passing upon the legal question finally, it may be pointed 
out that the custom of the market is frequently a controlling factor 
in such cases^ and at Duluth in practically every transaction where 
the commission man assesses a charge for insurance the liabiUty 
rests either upon the railroad or the elevator company. That is, 
the car placed and delivered on the switch tracks of the elevator 
plant has been ordered to that position pursuant to a contract of 
sale entered into between the elevator company and the commis- 
sion man. There are, iadeed, certain conditions subsequent to be 
complied with — such as inspection and weighing at the elevator. 
But it seems clear that the commission man has fulfilled his part 
of the contract when the car has been placed on the industrial 
tracks;' and that if there is a possibility that he may still be tech- 
nically liable for the fire risk on the grain prior to unloading, such 
Uability might be removed or waived In the disposition order issued 
by the commission man to the railroad company. 

* 

Section 3. Income realized on insurance acconnts. 

Whatever the necessity may have been, examination of the books of 
28 commission companies showed that a majority of these concerns 
had each, in certain years, secured substantial income from the opera- 
tion of their insurance accounts. This appears in Appendix Table 37. 

As an indication of the long duration of this practice the following 
figures were taken from the books of one of the largest receivers in 
the Duluth market: 



1 29 I. C. C, 212. 

s 34 1. C. C, 618 (decided in 1915). 

* It should be noted that a prominent commission man admitted, when interviewed, that ''we sell a 

good deal of barley on track, for shipment to outside points, and I guess we've probably been grafting a 
ttiein charginginsuranoe in such cases, also in charging insurance on wheat since the beginning of Food 
Admlnistraoon control, when title is passed on track. " 
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Year. 



Collected 

from 
customers 

fWfTaln 
Insurance. 



190&-6 

1906-7 

1907-8 

1908-9 

1909-10... 

1910-11 

1911-12.... 
1912-13.... 
1913-14.... 
1914-15.... 
1915-16.... 
1916-17.... 

Total 



1911.76 
1,307.16 
l,5Sa60 
1,405.00 
2,004.67 
1, 112. 18 
1,754.53 
3,498.08 
2,347.35 
3,145.73 
3,483.95 
2;a58.15 



24,609.20 



Expended 

for grain 

insi Vance. 



I12&79 

380.63 

264.85 

23.95 

40.74 

14.77 

45.43 

150.48 

L70 

5.69 



1,066.08 



Credit 

balance 

insurance 

account. 



1782.97 
917.53 
1,315.84 
1,3^1.05 
1,963.93 
1,097.41 
1,709.10 
3,347.55 
2,345.65 
3, 14a 04 
3,483.95 
2,058.15 



23,543.17 



Section 4. The rate charged. 

Income has been secured from these so-called insm'ance charges 
both because the rate charged was higher than the actual premiums 

{taid and because the commission man frequently charged the shipper 
or the insurance at a rate in excess of loss rates and assumed the risk, 
or most of it, on his own account. If a commission firm were selling 
grain to the Capitol elevator the rate for one day (according to the 
card * followed in 1917) would have been 2.9 cents, as against 5 
cents charged to the shippers. Assuming a car to have been worth 
$2,400 (1,200 bushels at $2) the 5-cent rate billed to the consignor 
would amount to $1.20 as compared with 71 cents actual cost of the 

{)remium for one day. The actual insurance rates at the time appear 
rom the following extract from the Manley-McLennan Agency grain 
rate card for October, 1917: 





Gross rate 
per 1100. 




Gross rate. 
perSlOO. 


DX7LUTH. 

Capitol Elervator Co.: 


11.47 
1.47 

1.98 
1.54 
.17 
1.70 
1.32 
1.73 
1.59 

.16 

1.72 
1.15 


suPEBioR— continued. 

C, St. P., M. & 0. Ry. Co.: 

Itasca 




5 


$2.12 


Consolidated Elevator Co.: 

B 


Globe Elevator Co.: 

1 


2.05 


C 


2 


1 33 


D and annex 


3 


1 81 


E 


Great Northern Elevator Co.: 

8 




F 


.69 


G 


fi ^nnPY. . . ^ 


.26 


H 


X 


2.07 


Peavey Duluth Term.: 

PV and ftTiP^^x 


Superior Terminal Elevator Co.: 

K 


2.35 




L 


1.49 


SUPEBTOR. 

Superior Elevator Co.: 


American Milling Co.: 

General form 


.99 


*M 


Hall Elevator: 

T 




N 


3.60 









Standard short-rate table. 



Days. 


Percent 
of annual 
premium. 


Days. 


Percent 
of annual 
premium. 


1 


2 
4 

5 
6 


5 


7 


2 


6 


s 


3 


7 


9 


4 


8 


o 









4 Manley-McLennan. 
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Section 6. Snmmary. 

In summary it may be stated that for several years Duluth re- 
ceivers have levied so-called insm-ance charges upon consignors to 
cover an alleged Uability for loss on grain after deUvery but before 
unloading at the elevators. While me existence of any such lia- 
biUty as that alleged is a matter of dispute^ the best evidence avail- 
able would indicate that it does not exist. During the five years 
ending with 1917 Duluth receivers collected for such insurance 
charges more than $69,000 in excess of any expenditures made by 
them for such insurance (Appendix Table 37). There existed at 
that time no rule of the board of trade that would sanction excessive 
terminal charges, but these insurance tolls were never impeached by 
the exchange authorities. The rates at which the insurance was 
billed, to shippers were (on the basis of 1917 rate card) frequently 
in excess ol the rates charged by regular insurance agencies. This 
income, therefore, was secured partly through this overcharge where 
the commission houses insured through insurance companies. Where 
the commission men carried their own risks (i. e., did not pmrchase 
insurance from insurance companies) this income theoretically repre- 
sented excess of charges billea over losses paid. As no losses appar- 
ently occurred, the income was presumably the total amount of 
charges billed. Even granting that the alleged liability for loss is 
actually existent, there is no justification for billing shippers a charge 
in excess of regular premium rates for insurance in the case of com- 
panies purchasing insurance from insurance companies, or in excess 
of loss ratios in the case of those companies which do not purchase 
regular insurance but prefer to carry their own risk. 



Chapter XI. 
SCALPING IN THE CASH MARKETS. 

Section 1. Vatnre and character of scalping. 

Definitions of soalpino. — ^The practice of scalping is difficult to 
define in precise terms. It is not a new one in the market and has 
long been regarded as disserviceable. For the purpose of the present 
discussion a car of grain is considered to have been scalped when it 
has passed through the hands of one or more middlemen other than 
the consignee in the same market prior to deUvery on either a 
" to-arrive'* or a futiu'e contract, or prior to deUverjr to a concern or 
its agent engaged in storing, conditioning, converting, or shipping 
grain. 

In its essentials the definition followed agrees in most respects 
with those given by certain grain men in the Duluth and Minneapolis 
markets. Thus, a Minneapolis operator defined scalping as ''buying 
to resell on the same market in a short time without treatment. 
Another trader offered the definition: "The term 'scalping' means 
the purchase of grain for reselling in the market without moving it 
to an elevator. A third man discussed the practice as follows: 
"A scalper is a man that picks up a car of grain for the purpose of 
reselling it in the same market*; that is, a scalper is a man that bu js in 
the market to resell in the market. If he Duys it there to ship to 
some other market, knowing the difference, he is not a scalper but a 
merchant. But a man that just picks up a car here, wnere two 
salesmen would get together ^nd swap cars to profit out of it, that 
is scalping * * * He is a man tnat buys a car of grain in the 
market and resells it in the same market."^ 

Markets studied. — Early in the investigation of the grain business 
there appeared considerable evidence of scalping on consigned grain 
in the MinneapoHs market, and a statistical test was made to deter- 
mine the extent. Statistical tests were then made in Kansas City and 
Chicago, to determine whether similar practices prevailed at those 
centers. The results of these latter tests, however, indicated that the 
scalping of consigned grain was so insignificant in both Chicago and 
Kansas City as to be negligible. The discussion of scalping, there- 
fore, is restricted in scope to the MioneapoUs market. 

Joint aooount scalping. — ^Apparently the larger part of the 
scalping in Minneapolis is done on a joint venture, or, as it is com- 
monly called, a "joint account'* arrangement between the employer 
and tne employee. Under this arrangement the employee (who ire- 
quently combines a special knowledge of the market with a thorough 

1 1 n answer to a question as to whether an Individual woCild be engaged in scalping who bought up damp 

'damaged grain a 

mt Minneapolis ( 
doing al egitimate 
for consumption or for the market." 
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understanding of the purchasing requirements of various oi^aniza- 
tions) determines what scalping ventures are to be undertaken, and 
conducts the actual buying and selling operations. The employer 
acts as a silent partner in these undertakings in that he merely 
finances the transactions and permits them to be put through for 
his accoimt. The profits and losses of the various ventures are 
divided between the two in varying proportions. 

The most detailed description of the transaction of joint account 
scalping operations was given in an interview^ with W. S. McLaughlin 
of the McLaughlin Grain Co. of Minneapolis, viz: 

I am working for you andyou are a grain firm. You have perhaps a line of elevators. 
You have salesmen on the floor. I get a salary of $300, $400, or $500 a month. When 
I make my arrangements with you I would say: "I get through about 11 or 12 o'clock 
on some days. I would like an opportunity to make some money for myself and make 
some for you." You would say, *^ell, that sounds reasonable; what do you want?" 
"I am a good man and you want to keep me, and I can make good money for you, I 
think, if I can pick up a car of oats or com when I get through at a bargain." 

A salesman on the floor will have a certain amount of business to do for the firm 
that he is with. After he gets through going around the market attending to his 
firm's business, he may have some time left and^ of course, is throughly posted on the 
market. If toward the end of the session he will look around and hear of some bar- 
gins, the g^ieral custom of the firms is to go to work and let that man do his scalping. 
He handles this on joint account. He puts in the trade in what they call a ^ ^scalp 
account." The firm finances it, he sells it out next day or the same day, if he is a 
scalper pure and simple. The profit is put into a "scalp account" and they divide it 
up. He may get 30 to 50 per cent. 

Question. And he accepts the losses on parity? 

Answer. That is the way scalping is done, I think, by the representatives of all the 
different firms. 

Analysis shows that two out of six of the houses most prominent 
in scalping operations used the joint-account method entirely and 
that two others operated partly on that basis. There was wide 
variation in the contracts between employer and the scalping opera- 
tor; but the indications are that profits and losses were divided 
equally more often than in any other ratio. 

LiACK OP SPECIALIZATION IN SCALPING. — There does not seem to be 
any clearly defined class of specialists in cash grain scalping in the 
Miimeapohs market in the sense of individuals or concerns who devote 
their entire attention to scalping in the same way in which the pit 
trader employs his energies exdusively in the scalping of futures. 
It was generally denied by Minneapolis traders that there were either 
concerns or individuals specializing in this work, although it also 
appeared that nearly all the buyers in the market scalped to some 
extent. It appeared, however, that certain concerns engaged in 
scalping far more than others and for that reason might perhaps be con- 
sidered as speciaUsts in scalping, although that was not their cnief func- 
tion in the trade. 

Section 2. Estimated extent of scalping. 

Estimates by the trade as to the extent of scalping in Minneapolis 
were too variable to be of statistical value, but indicated in general 
that whereas the number of cars scalped as compared with the total 
receipts was small, yet the number of concerns wno practiced scalping 

I- . . . I I " 1 - J - _ 11. ■ I 

s As the statements of Mr. McLaughlin were made at different places throughout the interview some 
transpopitiou of his remarks has been made for the sake of clearness . 

56976''— 22 18 
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to some extent was relatively large, probably including a majority 
of the cash grain dealers in the market. 

The Commission undertook statistical tests in the three principal 
grain markets of Minneapolis, Chicago, and Kansas City. The main 
purpose of these tests was to ascertam (1) the proportion of incoming 
cars in these markets which are scalped; (2) the proportion of con- 
cerns engaged in scalping; (3) the extent to whicn scalped cars are 
rescalpea, i. e., sold a second, third, and fourth time; and (4) to as- 
certain the gross profits and losses in connection with such operations. 

The enormous nimiber of cars received in these three markets ren- 
dered it out of the question to attempt a study of all cars received, 
and in consequence it was necessarjr to limit such a study to a rep- 
resentative sample. It was determined not to include for this test 
any cars of grain sold ''to -arrive," and to confine it solely to con- 
signed cars. This selection was warranted (1) because the great bulk 
of scalping operations appeared to be conducted in consigned rather 
than *'to-arnve" grain, and (2) because the objections to scalping 
cash grain applied more forcibly to cars handled on consignment 
than to cars Dought outright by the receivers. "To-arrive" grain is 
frequently bought on bids sent out by the terminal market dealers. 
On the acceptance of the bids, the grain becomes the property of the 
middleman when shipped, and if he chooses to resell it, that is his 
affair, since the profit or loss on his transaction affects no one but 
himself. Consigned grain, on the other hand, is shipped bj the 
farmer, country elevator, or other grain dealer to a consignee m the 
primaiy market for the purpose of sale. The consignor must neces- 
sarily intrust the grain to tne consignee and rely upon the honesty, 
good faith, and selling ability of the latter to obtain the best possible 
price for it. This is the function as well as the duty of the consignee. 

After determining that the study should be limited to consigned 
grain, it was decided that a preliminary test of 1,200 representative 
cars would be made in each market. The method employed in 
order to obtain a representative distribution was as follows: tn each 
of the three markets of Minneapolis, Chicago, and Kansas City five 
concerns were selected entirely at random from among the grain 
receivers and commission men. The period to be covered by the 
test in each market was the crop year, July 1, 1916, to June 30, 1917. 
From each of the five houses so selected records were taken of 10 con- 
signed cars on or about the 5th of each month and 10 cars on or about 
the 25th of each month, a total of 240 cars a year from each house 
and of 1,200 cars from each market. In all cases the cars selected 
were the first 10 found to be handled on or about the selected days.' 

These cars were then traced through the market for the purpose of 
determining whether or not they were scalped, and if so, the number 
of times and the profits and losses involved. Data were obtained 
in respect to the nrst purchaser of each car from each of the five 
consignees in each market, together with details of the transaction, 
and also as to the disposition of the cars by the first and all subse- 

s Owing to the fact that only a ftuction of the 10 cars might be received on either of the selected days cl 
each month, except at the height of the grain-moving season, it was impossible to select as large a number as 
10 cars on particular days in each month throughout the year. This made it necessary to tajce off such 
cars on or about the 5th and 25th instead of on the 5th and '25th. On account of the great divergence with 
which the bool^ of the selected concerns were kept and the state of the car records generally, it was unpos- 
sible to choose the cars in any chronological or other definite order^ and for the purpose oi avoiding any 
statistical criticism of selection with reference to the study of scalpmg the Commisaon's representatives 
were instructed and did take off the first 10 cars that came to their attention in each case. 
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quent purchasers and the details m connection with these trans- 
actions.* 

A second 1,200-car test was subsequently made at Minneapolis 
according to the same method, the five consignees for this test 
embracing two of the three concerns reputed to be the largest scalpers 
in that market. 

As the results showed, the cars selected for these tests comprised 
fairly broad samples of the buying in each market. This appears 
from the comparatively large number of different buyers purchasing 
each group of cars from the consignee houses of selected cars, viz: 



Markets. 



Chicago 

Kansas City.... 

Minneapolis: 
First test... 
Second test 
Both tests. . 



Number 
of cars 
sold.i 



1,184 
1,184 

1,199 
1,196 
2,395 



Number of first purchasers. 



Total. 



79 
64 

96 

88 

105 



Buying 
more 

than 10 
cars. 



22 
34 

25 
29 
51 



Buying 

less 
than 10 

cars. 



57 
30 

71 
59 
54 



1 It will be noted that the total number of cars reported in each of the four tests shown in the table above 
is something less than the 1 ,200 originally selected. In several instances it was impossible to follow through 
every car, owmg to the fact that some of these cars went to concerns no longer in business and in other in- 
stances the records had been destroyed or for some other reason were not available. 

The total number of first purchasers shown by this table consti- 
tutes a very considerable proportion of the total number of concerns 
engaged in the cash grain business in each of the three markets. 
This is especially true of the city of Minneapolis, where there were 
at that time approximately 175 concerns who were members of the 
Minneapolis Chamber of Commerce, 105 of them being represented 
in the Commission's tests. It was true also of Kansas City, where 
the membership, like the membership of Minneapolis, was below 200 
concerns, 64 of which were among tne first purchasers according to 
the tests. In Chicago the total number of first purchasers — 79 — ap- 
pears to be small, particularly with reference to large membership of 
that exchange, but it is probably not unfairly representative of the 
concerns who were engaged strictly in the cash grain business in that 
market.* 

Section 3. Probable percentage of consigned cars scalped. 

As abeady stated, the first question to be determined was the pro- 

?ortion of consigned cars coming into the market which were scalped, 
'his required an analysis of the disposition which was made of the 
cars in the hands of the first purchasers. This analysis appears in 
the following tabulation (including 1,184 cars in each of the markets 

<The data covering the first step were taken from the books of the selected consignees on slips gi\'ing the 
car number and initials, kind ana grade of grain and name of consignee, date of first sale, price at which 
sold, name of the purchaser, and where ordered . After these data in regard to the first purchaser had been 
obtained, the results were then combined so as to bring together all the cars bought by any one purchaser 
from, all five houses in each market. 

All firms which originally bought 10 or more cars were visited by the Commission's agents, and the 
records of the various cars individually examined. Original purchasers of less than 10 cars and tUl sub- 
sequent purchasers were commupicated with by mail and requested to supply the necessary information. 

ftVol.n, Table 30. 
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of Kansas City and Chicago and 2,395 cars in the Minneapolis market 
in the crop year 1916-17) : 

Disposition of specified numbers cf consigned cars by first purchasers in the marled oj 
Chicago, Kansas Cityf and Minneapolis, crop year 191S-17. 





Markets. 




Chicago. 


Kansas aty. 


Hinneepolis. 


Disposition by first purchaser. 


First test. 


Second test. 


Both tests. 




Num- 
ber of 
cars. 


Per 

cent 

of 

total 

cars. 


Num- 
ber of 
cars. 


Per 

cent 

of 

total 

cars. 


Num- 
ber of 
cars. 


Per 

cent 

of 

total 

cars. 


Num- 
ber of 
cars. 


Per 

cent 

of 

total 

cars. 


Num- 
ber of 
cars. 


Per 

cent 

or 

total 

cars. 


Unloaded by first purchaser: 
* In local market 


1,018 
3 

19 


85.95 
.25 

1.61 


997 
85 

1 
4 
5 


84.21 
7.18 

.08 
.34 
.42 


830 
48 

8 


69.23 
4.00 

.67 


851 
32 

5 


71.15 
2.68 

.42 


1,681 
80 


70.19 


Elsewhere 


3.34 


Bought on brokerage: 

For local elevators and 
UTiloaded 


.54 


For local seed companies 
and unloaded 




For local consumers and 
unloaded 


20 


1.69 


22 


1.84 


16 


1.34 


38 


1.50 






Total unloaded by first 
purchaser 


1,060 

92 

16 

14 

2 


89.53 

7.77 

1.35 

1.18 

.17 


1,092 
58 
30 


92.23 
4.90 
2.53 


908 

197 

13 
13 
68 


75.74 

16.43 

1.08 
1.06 
5.67 


904 

167 

5 

7 

113 


75.59 

13.96 

.42 

.58 

9.45 


1,812 

364 

20 

18 

181 


75.66 


ShipiMa outside by first pur- 
chaser 


15.20 


Delivered on "to-arrive" con- 
tract 


.83 


Sold to local feeders * 


.75 


Resold In local market(scalped) 


4 


.34 


7.56 


Total 


1,184 


100.00 


1,184 


loaoo 


1,199 


100.00 


1,196 


100.00 


2,395 


loaoo 







1 These feeders were not members of the exchange and it was therefore necessary for them to purchase 
through mnnbers. It is not known whether these transactioas were on a brokerage basis or not. 

The tabulation shows nine different ways of disposing of the con- 
signed cars, i. e., nine classes of transactions. Only the last class of 
transactions, however, includes cars scalped, under the definition 
adopted, i. e., those consigned cars which were resold by the first 
purchaser in the same marKet, and not delivered on contracts, or sold 
to organizations or their agents which either store, condition, convert, 
or ship grain. 

The f&st fact to be noted from this tabulation is that a much larger 
proportion of consigned cars were unloaded by Kansas City and 
Chicago first purchasers than by those in Minneapolis. In Kansas 
City S>out 92 per cent, and in Oiicago about 90 per cent of the cars 
bought by first purchasers were unloaded as compared with approxi- 
mately 75 per cent shown in Minneapolis by each test and Dy the 
combined tests. This fact indicates that a considerably larger pro- 
portion of the consigned grain coining into Chicago was in the first 
instance bought for shipment, storage, conditioning, or conversion, 
than was the case in Minneapolis. 

It is also apparent that the proportions of consigped cars scalped 
in both Chicago and Kansas City were almost negugible; 2 cars, or 
only 0.17 per cent, in the case of Oiicago, and 4 cars, or 0.34 per 
cent in Kansas City. In Minneapolis, on the other hand, 68 cars, or 
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approximately 6 J per cent, were scalped on the first test and 113 
cars, or about 9^ per cent of the total, on the second test. 

The Minneapolis results showing the number and percentage of cars 
consigned to each of the selected consignees which were scalped were 
as follows: 





Consigiifie. 


Number 
of cars 

received 
on con- 


Number 

of cars 

scalped. 


Percent- 
age of 

scalping 
tore- . 

oeipts. 






A 


240 
240 
240 
240 
239 


6 

7 

U 

20 

21 


2.50 


B 


2.92 


C 


5.85 


D 


&33 


E... - - 


8.79 




Total first MluneapoUs test 






1,190 


68 


5.67 








F... 


237 
239 

237 


8 
10 
18 


3.38 


G 


4.18 


H ■- 


7.59 




Total F, G, and H 






713 
240 
243 


36 
31 
46 


5.04 


I... 




12.92 


J 


18.93 




Tntfl.1 RAflnnd MinnAApnlii^tARt ; . , 






1,196 


113 


9.45 




Totftl of both Mlnnfiftpnlif^test'' . . , 






2,395 


181 


7.56 









This analysis shows that in the case of no one of these 10 receivers 
was the percentage of their consigned cars scalped less than 2^ per 
cent, ana second^, that in the case of 6 out of the 10 receivers the 
percentage of their cars scalped was above 5 per cent. It is also 
immediately apparent from this table that the relatively greater 
percentage of scalping shown bv the second test as compared to the 
first, is due to the large vomme of scalping on the cars con- 
signed to concerns "I" and ''J." If "I'' and "J" be ehminated, 
and 'T,'' '^G," and "H" only considered on the second test, it 
appears that only 36 of the 713 cars consigned to these last three 
concerns were scalped, or 6.04 per cent of their total receipts. This 
percentage is somewhat less than the proportion of cars scalped on 
the first test. Concerns **I" and "J'^were by common repute the 
largest scalpers in Minneapolis, with one exception. A very much 
larger proportion of the gram consigned to these concerns was scalped 
than in the case of grain consigned to the other eight consignees. 

Since the group of concerns selected at random for the first test 
did not include the largest scalpers, it is probable that the proportion 
of cars scalped, considering the market as a whole, was higher than 
5.67 per cent shown on the first test. On the other hand, it would 
appear to follow that the figure of 9.45 per cent is perhaps too high, 
considering the entire markets 

On the oasis of this test, therefore, it may be concluded that in 
1916-17 between 5^ and 9 J per cent of hicommg consigned cars were 
scalped in Minneapolis. In this connection it is worth noting that a 
later test made in the same year by tracing 3,496 cars taken from 
railroad records showed about 9J per cent of the cars scalped and 
that by this test the proportion of the cars from line elevators which 
were scalped was much lower than the proportion of those from 
farmers and independent elevators. 
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Of the total 2,395 cars traced in Minneapolis, as already stated, 
181, or 7.56 per cent, were scalped. An analysis of these scalping 
transactions, Lwever, shows that there were o% six concerns wU 
scalped 10 cars or more, and further, that these six concerns scalped 
121, or 66.8 per cent, of the total number of 181 cars scalped. These 
six concerns included among their number only two of the consignees 
from which cars for tracing pui'poses were selected ; i. e., * 'I " and ' * J." 
The other four concerns in this group of leading scalpers are hereafter 
designated as '^K," ''L," '^M,^' and '^N.'' A detailed analysis of 
scalping by these six concerns follows : 

Ratios of scalping to purchases for six Minneapolis concerns scalping 10 or more cars on 

Commission's tests. 





Both tests 


• 


First test. 


Second test. 


Company. 


Number 

of cars 

purchas- 

ed. 


Number 

of cars 

scalped. 


Percent 
of pur- 
chases 

scalped. 


Number 
of cars 
purchas- 
ed. 


Number 

of cars 

scalped. 


Percent 
of pur- 
chases 

scalped. 


Number 
of cars 
purchas- 
ed. 


Number 

of cars 

scalped. 


Per cent 
of pur- 
chases 

scalped. 


K 


127 
27 
58 
19 
24 
13 


42 
18 
19 
18 
13 
11 


33.1 
66.7 
32.8 
94.7 
M.2 
84.6 


52 

5 

34 

7 
16 

1 


11 
2 
6 
6 

7 


21.2 

4ao 

17.6 

85.7 

43.8 

0.0 


75 
22 
24 
12 

8 
12 


31 
16 
13 
12 
6 
11 


41.3 


1 


72.7 


J 


54.0 


L 


loao 


M 


75.0 


N 


91.7 








Total 


268 


121 


45.1 


116. 


32 


27.8 


153 


89 


58.2 








Company. 






Percent 
of total 

purchases 

bought 

onmst 

test. 


Per cent 
of total 
scalps 
scalped 
on first 
test. 


Percent 

of total 

purchases 

bought 

on 

second 

test. 


Per cent 

of total 

scalps 

scalimd 

on 

second 

test. 


X - ---- 


40.9 
18.5 
58.6 
36.8 
66.7 
7.7 


26.2 
11.1 
36.8 
33.3 
53.8 


59.1 
81.5 
41.4 
63.2 
33.3 
92.3 


73.8 


1 




— 




88.9 


J 




63.2 


L 


66.7 


M 


4S.2 


N 


100. 














Total 


42.9 


26. 4 


M.\ 


73.6 



















It appears from this table that while only 28 per cent of the cars 
bought Dy these six large scalpers were scalped on the firet test, 58 
per cent of their purchases, or more than twice that proportion, were 
scalped on the second test. That this is not due to the larger number 
of cars purchased on the second test as compared witn the first 
appears from the comparison of scalps and purchases on each test in 
the last four columns of the table. 

Although not shown in the table, the larger proportions of their 
purchases scalped by the large scalpers on the second test was due 
chiefly to operations on the cars of ^'I'' and "J." Of the cars pur- 
chased by the five largest scalpers from "I" ("I" being necessarily 
excluded, since a concern is forbidden by rule to buy cars consigned 
to it), 79 per cent were scalped, and of those purchases made from "J" 
("J" being excluded), 67 per cent. The next highest proportion of 
purchased cars scalped by these large scalpers was 50 per cent on the 
cars bought from receiver ^^D" on the first test. In the case of the 
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cars consigned to all the other seven receivers employed in the two 
tests the proportion of purchased cars scalped was less than 42 per 
cent. It IS perhaps worth noting that of the 16 cars '^I'' bought of 
"J'' 13, or 81 per cent, were scalped and of the 7 cars bought by ''J'' 
from ''I" 5, or 71 per cent, were scalped. 

Apparently either certain consignees who are largely engaged in 
scalping do not pay sufficient attention to the gram consigned to 
them to obtain tne best possible prices for their consignors, or else 
certain of these consignees or their representatives work in collusion 
with one another. Cmly on one of these two bases or the other does 
it seem possible to account for the fact that the grain of some con- 
signees is so much more frequently scalped than tne grain of certain 
other consignees. From this, however, it does not necessarily follow 
that the houses themselves have knowledge of the situation. As 
already indicated, most of the scalping is done on joint account. 
It would seem that the desire of the vanous representatives working 
on joint account to make monev by engaging in scalping might 
easily lead to a certain degree of neglect in selling the consignors' 
grain, owing to the greater interest miich these particular represen- 
tatives might have in scalping operations.' 

Similarly, if collusion exists or has existed, it is entirely within 
the boimds of possibiUty that such collusion is between individual 
joint accoimt salesmen working for different houses, and that such 
operations are carried out not only without any instructions upon 
the part of the houses themselves but even without their cognizance. 

Section 4. Probable percentage of Minneapolis grain concerns engaged 
in scalping. 

The second purpose of the statistical tests was to ascertain the 
probable proportion of grain dealers engaged in scalping operations 
in Minneapolis, Chicago, and Kansas City being eliminated because of 
the insignificant volume of scalping at those centers. The proportion 
of Minneapolis concerns engaged in scalping as shown by the first 
and second tests, and on both tests combmed, appears as follows: 





First test. 


Second test. 


Both tests. 


Class of first purchasers. 


Num- 
ber of 
first 
pur- 
chasers. 


First purchasers 
that scalped. 


Num- 
ber of 
first 
pur- 
chasers. 


First purchasers 
that scalped. 


Num- 
ber of 
first 
pur- 
chasers. 


First purchasers 
that scalped. 


Dealers operating terminal 
elevators 


38 
32 


Num- 
ber. 
9 

14 


Per 
cent. 
23.7 

43.8 


35 
30 


Num- 
ber. 
11 

13 


Per 
cent. 
31.4 

43.3 


39 
37 


NuTn- 
ber. 
13 

20 


Per 
cent. 
33.3 


Dealers not operating termi- 
nal elevators <» 


54.1 






All dealers 


70 
26 


23 


32.9 


65 
23 


24 


36.9 


76 
29 


33 


43.3 


Consiimei's . , 


















Total 


96 


23 


24.0 


88 


24 


27.3 


105 


33 


31.4 







a Includes H. Poehler & Co. and E. S. Woodworth 6i Co. The Pacific Elevator Co., operating a terminal 
elevator, was owned by Poehler; and the Concrete Elevator Co., also operating a terminal elevator, was 
owned by Woodworth. Both these terminal elevator companies were operated separately, however, and 
their purchases recorded separately. 

< This would also seem to apply in those cases where the head of a commission house or a partner both 
sells consigned grain and scalps. 
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According to these tests, 33 out of the 105 first purchasers in 
Minneapolis, or 31 per cent, did some scalping during 1916-17. 
These percentages include millers and converters who obviously were 
not buying with a view to resale. Excluding, therefore, the figures 
of the latter class of purchasers, the tests snowed that 33 out of a 
total of 76 dealer "first purchasers," or 43 per cent, did some scalping, 
and that whereas only 33 per cent of the terminal elevator first pur- 
chasers scalped, slightly over 54 per cent of the first purchasers not 
operating terminal elevator, companies did some scalping. These 
should be r^arded as minimum percentages, however, since the 
table clearly shows the tendency for the number and proportion of 
first purchasers scalping to increase with the size of the sample. 

The reasons why the proportion of scalpers operating terminal 
elevators is so much less than the proportion of other dealers 
engaging in scalping is perhaps to be foimd in the nature of the 
terminal elevator business. The terminal elevator company usually 
purchases grain and stores it until it is required by converters or 
shippers. When a car of grain is bought on the floor by a terminal 
elevator company;, that concern has the option either of reselling the 
car or of turning it into the elevator either for mixing purposes or to 
make ''storage charges." In the latter event, as large a profit will 
presumably be obtained from the operations involved as would be the 
case were the car in question resold or scalped. In many instances it 
is probably a matter of indifference as to which course of action is 
pursued. But it also must be considered that the terminal elevator 
company is equipped for doing that kind of business and the staff 
is employed for the purpose of making a return out of it. For these 
reasons, therefore, it seems probable that there is less inclination on 
the part of elevator company buyers to scalp. 

Section 5. Nnmber of scalping operations t6 which scalped cars were 
subjected. 

The third purpose of the statistics was to determine the number 
of scalping operations to which each car originally scalped is sub- 
jected. For this purpose, tracing sheets similar to those sent to each 
first purchaser of cars in Minneapolis were also sent to second, third, 
fourth, and fifth purchasers. Returns to these schedules were then 
tabulated and gave the following results: 





Cars scalped. 


Number 
of scalp- 
ing opera- 
tions. 


Average 
numb^ 


Scalped cars traced. 


Once. 


Twice. 


Three 
times. 


Four 
times. 


of times 

eachccur 

is scalped. 


Cars traced to final disposition 


168 

10 

3 


63 


11 


2 


244 

10 

6 


1.45 


Cars scalped once, no further record 

Cars scalped twice, no further record 


1.00 


3 






2.00 








Total cars scalped 


181 


66 


11 


2 


260 


1.44 







At least 36 per cent of the cars originally scalped, therefore, were 
scalped a second time, and about 6 per cent of them were scalped a 
third time. 
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Section 6. Scalping profits and losses. 

From the prices on the original sale and the subsequent resales, 
the Commission computed the average profits and losses per bushel 
on each scalping operation and on eacn car scalped, and from the 
names of the consignors and the purchasers on the various resales 
the number of cars sold back to original consignees. 

In computing the profits and losses in question, the 180 cars ' were 
first diviaed according to kind of grain (wheat, com, oats, rye, and 
barley). In view of the importance of wheat as an article of himian 
food, it was deemed' desiraole to make a somewhat more intensive 
study of the profits and losses in scalping wheat and for this purpose 
cars of wheat scalped were divided mto three classes. In the first 
class were included all cars of wheat of all classes (spring, durum, 
winter, mixed, western, etc.) grading No. 3 or better; in the second 
class, all cars of wheat of all classes grading poorer than No. 3 and 
including "no grade"; and in the third class all cars of wheat upon 
which the data as to the grade could not be obtained. The results 
appear in Appendix Table 42. 

This table shows that the bulk of the scalping was in wheat. On 
the first scalp, 117 cars out of 180 scalped, or 65 per cent, were wheat 
and 63 cars, or 35 per cent of the total, were coarse grains. This 
higher percentage of wheat scalping as compared with coarse grains 
is very probably explained by the relation of wheat to coarse-grain 
receipts at Minneapolis in 1916-17. Normally wheat constitutes 
more than 60 per cent of the Minneapolis receipts, and in the crop 
year 1916-17 there were received 101,353 cars of wheat, or 64 per 
cent of a total of 156,877 cars of all grains. The original Minneapolis 
scalping operations, therefore, as between wheat and coarse grains, 
correspond almost exactly to the proportions in which wheat and 
coarse grains were received in the market. 

Sixty-six of the original 180 cars were scalped a second time, and of 
these 54, or approximately 83 per cent, were wheat and only 12, or 
approximately 17 per cent, were coarse grains. All of the 11 cars 
sc£dpe4, the third tmie and both of the two cars scalped the fourth 
time were wheat. 

The data on scalping also show that by far the greater proportion of 
scalping in wheat was on the lower grade offerings. Whereas nearly 
60 per cent of the wheat inspected at Minneapolis graded No. 3 or 
better, only about 30 per cent of the scalping was done in these grades. 
Nearly 70 per cent of the scalping was on cars grading No. 4 or lower. 

Moreover, the average net profit on scalping wheat was greater on 

gades lower than No. 3 than it was on No. 3 and better. On the 
st scalping operation the average net profit per bushel on wheat 
poorer than No. 3 was 5.30 cents as compared with 4.97 cents on 
wheat grading No. 3 or better; on the second operation (same cars), 
4.80 cents as against 1.15 cents; and on total wheat scalping on all 
cars, 8.20 cents as against 5.42 cents (cf . table following) . 

It appears that a greater proportion of the cars of wheat were 
scalped at a profit than was the case with coarse grains, and that 

7 The two tests made by the Commission in Minneai>oUs included a total of 181 cars scalped out of a total 
of 2,395. In the case of one of these cars, it was impossible to obtain the price at which it was resold by 
the purchaser on account of the fact that the concern to which the car was resold was no longer in business. 
In consequence, the profits and losses of scalping operations are figured upon the basis of 180 cars instead 
of 181. 
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the average per bushel profit on wheat scalping was greater than for 
the coarse ^ams. 

The original scalping operations show that 117 cars of wheat 
were scalped, of which two were resold at the same prices, leaving 
115 disposed of at either a profit or a loss. Of these 115 cars, 104, 
or slightly over 90 per cent, were sold at a profit as against 11, or 
slightly less than 10 per cent, sold at a loss. In the case of coarse 
grains (eliminating 5 cars, which 5 were resold at the same price), 
45 were resold f.t a profit and 13 at a loss, or 77 per cent at a profit 
and 23 per cent at a loss. The foregoing concltisions with reference 
to the extent and profitableness of scalping as between wheat and 
coarse grains and as between high and low grade wheat are further 
supported by the following table, which presents the net profits and 
losses on all scalping operations on various kinds and grades of 
grain: 





Total 

cars 

scalped. 


Cars which 

could not be 

traced further. 


Total 

cars 
scalped 

and 

traced 

through. 


Aver- 
age 
net 

profit 
per 

bushel. 


Sold at 


a profit. 


Soldal 


) a loss. 


Kind and grade. 


Scalped 
onoe. 


Scalped 
twice. 


Num- 
ber of 

cars. 


Aver- 
age 

prc^t 

per 

biLHhel. 


Nnm- 
berof 
cars. 


Aver- 
age 
loss 
per 

bushel. 


Wheat grading No. 3 or 
better 


37 

76 

4 






137 

«71 

3 


Cmts. 
5.42 
8.20 

19.50 


31 

64 

3 


Cents. 
6.96 
9.63 

19.50 


4 
6 


Cents. 
3.84 


Poorer than No. 3 


3 
1 


2 


5.77 


Unclassified ■ 










Wheat, all grades 


117 


4 


2 


<1U 


7.57 


98 


9.09 


10 


5.00 


Barley 


22 

14 

25 

2 


3 
3" 


i' 


>19 
13 

122 
«2 


2.63 

. .66 

.15 

1.26 


18 

10 

10 

1 


2.78 
1.30 
2.63 
2.50 






Oats 


3 
10 


1.46 


Com 


2.45 


Rye 














Allcoarse grains 


63 


6 


1 


656 


1.03 


39 


2.22 


13 


2.22 


All grains 


180 


10 


3 


•167 


5.38 


137 


7.14 


23 

.A — 


3.43 







1 Two cars resold at same price, 
s One car resold at same price. 

* Grade not obtained. 

< Three cars resold at same price. 
» Four cars resold at same price. 

• Seven cars resold at same price. 

This table shows that of the 167 scalped cars traced through to 
ultimate destination, 111, or about 66 per cent, were wheat and the 
balance, or 34 per cent, coarse grains, and that the total average 
scalping profit per bushel on these 111 cars of wheat amounted to 
7.57 cents, as compared with approximately 1.03 cents on coarse 
grains. These figures give some indication of the per bushel toll 
taken on the cars of grain coming into the Minneapolis market which 
are scalped in a year considered favorable to scalping operations. 

The cars showing, respectively, the greatest profit and the greatest 
loss in scalping appear m the following statement: 
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[Car O. W.. 210050 containing SO-1 wheat consigned to H. Poehler Co.] 

Sold May 16, 1917: 

To Banner Grain Co., at $1. 40 

To F. M. Davies Co., at 1. 49 

To A. J. Atkins Grain Co., at 1. 50 

Sold May 17, 1917: 

To Pacific Elevator Co., at 1. 60 

To Milwaukee Elevator Co., at 1. 70 

Unloaded by Milwaukee Elevator Co., May 22; total profit 30 

[Car L. 4150 containing SQ>2 wheat consigned to H. Poehler Co.] 

Sold June 26, 1917, to Fraser-Smith Co., at 1. 50 

Sold to June 29, 1917: 

ToC. C. Wyman & Co., at 1.29i 

To Washburn-Crosby Co. , at 1. 30 

Unloaded by Washburn-Crosby Co., July 5; total loss 20 

A computation was also made of the average profit per scalping 
operation. Since a considerable number of cars were scalped more 
than once the average profit per operation was necessarily lower than 
the average scalping profit per car. The following statement shows 
these profits per operation, including the figures for the entire 180 
cars, 13 of which it was impossible to trace to final destination: 





At a profit. 


At a loss. 


Total. 


Kind and grade. 


Niiinber 

of 
opera- 
t ons. 


Average 

profit 

per 

bushel. 


Number 

of 
opera- 
tions. 


Average 

loss 

per 
bushel. 


Number 

of 
opera- 
tions. 


Average 

net 

profit per 

bushel. 


Wheat, grade 3 or better 


45 

120 

5 


Cents. 
4.83 
5.53 
11.90 


4 
8 


Cents. 
4.22 
7.52 


. 151 

128 

5 


Cents. 
3.93 


Ponre-r thflp -^ , 


4.72 


Unclassified 


11.90 










Wheat 


170 


6.53 


12 


6.42 


1 184 


4.69 






Barley 


30 

12 

13 

1 


2.23 
1.23 
l.»3 
2.50 






132 

15 

«26 

62 


2.09 


Oats 


3 
10 


1.46 
2.45 


.60 


Com 


.02 


Rye 


1.25 










Cn^rsA grains- 


56 


1.95 


13 


2.22 


«75 


1.07 






Afl grains 


226 


4.65 


25 


4.24 


4250 


3.65 







1 Two cars resold at same price. 

* Three cars resold at same price. 
*Six c£U*s resold at same price. 

* Eight cars resold at same price. 
6 One car sold at the same price. 

This table covers a total of 259 scalping operations, of wJ^ich 226 
(87 per cent) showed a profit and 25 a loss, 8 operations 'being at 
the same price. The average profit per operation was 4.69 cents a 
bushel in the case of wheat, against 1.07 cents on coarse grains, and 
the average profit for all operations was 3.65 cents per bushel. 

Section 7. Conclnsion. 

The operations of the scalper have been defended by one writer as 
follows: 

The scalper performs his principal function through the influence that he exerts 
on prices in the market in which ne operates. If the price sags the least bit below 
what the scalpers believe the market conditions warrant, they begin to buy, and this 
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maintams the price. In the Minneapolis Chamber of Commerce, for example, the 
bulk of the wheat is bought by a small number of large flour millers and by the ter- 
minal elevators. During some seasons of the year the elevators may be buying very 
little, and the big milling companies are the principal buvers. It would appear that 
the buyers of these companies might be able to depress the price by merely holding 
back in making their purchases, but if they did so the scalpers would immediately 
jump in and furnish sufficient demand to keep the price up. They know that the 
millers have to buy large quantities of wheat every aay and that they will have to 
pay the price to get it. 

Such a theoretical justification of this practice, however, seems to 
lose sight of a niunber of factors in the situation.^ 

As has already been shown, it appears that certain firms whose 
consignments were most extensively scalped were at the same time 
themselves among the largest scalpers in the Minneapolis market. 
There are apparently, as Sso indicated (sec 5), only two possible 
explanations of this situation: (1) That there is collusion between 
consignees and buyers; (2) That certain scalping consignees do not 
pay sufficient attention to their consignments to procure the best 
results for consignors. 

Further indications that the extensiveness of scalping at Minne- 
apolis is very likely due to one or the other of these two factors are 
to be derived from the statistical data. A consignee can not under 
the rules of the exchange purchase the grain consigned to him except 
with the consent of the consignor; but in the year examined it ap- 
peared that a considerable proportion of the cars scalped were 
eventually sold back to the original consignees. Out of the 180 cars 
scalped on which profits and losses were obtainable, 17 were resold to 
the consignees on the first resale and 1 on the second resale, a total of 
10 per cent of the cars scalped. One concern alone bought back 6 
out of a total of 21 cars consigned to it which were scalped, or more 
than 25 per cent of the cars bought from it and scalped; another, 4 
out of a total of 18, and another, 3 out of 14 (in both cases more 
than 20 per cent) . 

Six of the ten consignees from whom cars were traced bought 
back on the first resale or scalp one or more cars originally consigned 
to them. The following statement shows the prices at which tnese 
six consignees originally sold and subsequently repurchased each of 
the 17 cars sold back to them on the first resale: 

* It does not, for example, explain why cash scalping is so prevalent in liCinneapolis and so little in evi- 
dence in Kansas City and Chicago, nor why the cars consigned to certain commission men are scalped more 
frequently than when consigned to others. 

It is tnie that the MinneapoUs market is very largely a consumptive center in contrast to Chicago and 
Elansas City, which are primarily shipping points. For this reason it often happens that premiums are 
paid in Minneapolis because of the special muling qualities attributable to individual cars, while in Chicago 
and Kansas Citv the transactions tend more often to be wholly on a grade basis to meet shipping requiro- 
ments. Therefore it is possible that in the Minneapolis marset there is a better field for scalpers' opera- 
tions (especially in wheat, rye, and barley) than at either Chicago or Kansas City. 
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Consignee. 



J. 
I. 
I. 
H 
H 
H 
H 
E 
£ 
E 
E 
E 
E 
C 
C 
C 
D 



Nivnber 
of cars. 





Price at 


Original 


which 


sale price 


car was 


per 


bought 


bushel. 


back per 




bushel. 


11.82} 


11.82^ 


1.69i 


1.72i 


1,66 


1.59 


1.46 


1.46^ 


.90 


.90^ 


1.77i 


1.78 


1.55 


1.55) 


.87 


.87 


.90^ 


.92 


1.33 


1.33^ 


1.46 


l!04| 


1.04 


1.05 


1.04 


1.21 


1.2U 


.54 


.56 


2,17 


2.33 


.91} 


.92 



Differ- 
ence per 
bushel. 



CerUa, 
None. 



From this table it will be observed that seven cars were bought 
back at the same diflferential (one-half of a cent) and that three cars 
were bought back at the same price. In other words, 10 out of 17 
cars were bought back either at the same price or at the same 
differential. These figures taken in conjunction with all the other 
statistics would seem at least to raise the question of whether there 
may not have been some understanding between the consignees and 
these. original purchasers with reference to repurchasing. If it be 
assumed that there was no collusion it then appears that the original 
consignees bought back 16 out of these 17 cars either at the same 
price or at prices from one-fourth of a cent to 15^ cents per bushel 
more than the price at which they were originally sold, and that as 
to 14 out of these 17 cars, the consignee or his agent subsequently 
concluded that the grain was worth more than what it was originally 
sold for. It will of course be claimed that this is not controlling as to 
whether the consignee has properly attended to the sale of the grain 
since changes in the market may have taken place between the time 
of the origmal sale and repurchase. Other things being equal, how- 
ever, it would seem safe to assume that the shorter the period elapsing 
between purchase and sale in scalping transactions the less important 
would be the element of time differences in prices and the greater the 
probability that the scalping profit mav be due to the failure of the 
consignee to realize the highest possible price for the cars in the 
first place. 

In this connection it may be pointed out, therefore, that both of 
the cars bought back at 3 cents advance and one of the two bought 
back at li cents over, were repurchased on the same day, and 
that 8 out of the 13 cars repurchased by the original consignees at 
an advance were bought back on the same day. Furthermore, out 
of 180 cars scalped, 82, or 45 per cent, were bought and scalped 
the first time on the same day — 68 at a profit, 9 at a loss, and 5 at 
the same price. Out of 115 cars scalped once only, 60 were scalped 
on the day of purchase — 47 at a profit, 8 at a loss, and 5 at the same 
price; out of 37 cars scalped twice only, 18 were scalped twice on the 
same day as purchased — 17 at a profit and 1 at a loss; and out of 9 
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cars scalped three times only, 4 were thus scalped on the same day 
as purchased, all at a profit. 

it probably can not be disputed that a scalper may under certain 
conditions serve to support the market for. cash grain, but the figures 
heretofore presented together with other information and data 
procured would indicate that in scalping operations in cash grain as 
conducted at Minneapolis the scalper does not always function 
according to the theory that has been outlined in the early; part of 
this section. 

In the first place the obtainable data, both statistical and other- 
wise, indicates that the great field for the cash scalper is a rising 
market and that scalping operations decline pronouncedly in a 
stationary market and tend to disappear altogether in a declining 
one.® 

Secondly, it has been shown (1) that the bulk of Minneapolis 
scalping is done upon a joint account basis; (2) that the consign- 
ments of certain large scalpers are much more heavily scalped than 
the consignments of other receivers; (3) that the two largest scalpers 
in Minneapolis apparently scalped 71 and 81 per cent respectively, of 
the cars consigned to the other which they purchased; (4) that a sub- 
stantial proportion of the scalped cars are bought back by the 
original consignees; (5) and that a large proportion of the cars prof- 
itably scalped are bought and scalped one, two, or three times on the 
same day. 

The foregoing points would seem to raise the question whether 
scalping as it has Ibeen conducted at Minneapolis does not result less 
in serving to maintain cash prices than in causing scalping commission 
houses to fail to procure the best obtainable prices for consignors. 
While positive statements can not be made on this point, it is believed 
that the statistics presented point to an aflSrmative answer to this 
question; that in some cases there is collusion and logrolling among 
tne scalping operators, who tip one another oflF as to good ''buys 
on their tables or those of the firm employing them, or else agree to 
buy back cars consigned to them or tneir employing houses which 
may be purchased by the scalpers of another nrm; and that there is 
a failure to realize the highest possible prices obtainable on the 
floor at the time of the sale, owing Doth to a comparative lack of skill 
in selling on the part of certain consignees which allows a scalper 
to pick up cars at prices lower than those being offered on other 
parts of tne floor at the same time and to the lact that heads of 
consignee houses or their salesmen who are scalping are more inter- 
ested in possible scalping profits than in realizing the best results for 
their shippers. 

In so far as scalping may be due to lack of skill on the part of the 
consignee seller, it necessarily implies that the field for the scalper's 
operations is to be foimd in this lack of ability on the part oi the 
consignee rather than in any economic considerations relating to the 
maintenance of market prices for the seller. Moreover, mere is 
presumably no excuse for lack of skill on the part of the larger 
scalpers wnose consigned grain is, as indicated, most heavily scalped. 

B The operations of the cash scalper differ decidedly in their general nature from those of the scalper 
of futures, that is, the pit scalx>er who works on either side <if the market and would as soon sell as purchase. 
The pit scalper it may be argued performs an economic service in creating a continuous market and in 
steadying prices, whidb is not perf(ffnied by the cash scalper who can only profit from an advance and not 
from a decline of the market. 
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The mere fact that an organization is a large scalper would indicate 
that it has in its employ men who are either highly competent judges 
of grain or who have great familiarity with the requirements of 
vanous buyers or both. The proper protection of the interests of 
the consignor ought to require that the best possible talents of a 
commission house organization should be employed for the purpose 
of selling its consignments. Scalping, however, affords an outside 
profit over and above the commission obtained by a receiver for 
selling grain and in addition, in the case of a salaried employee 
workmg on joint accoimt for such a house, an extra source of income. 
So long as this is the case it certainly would not be peculiar if many 
scalpers were somewhat more interested in the possibilities of extra 
pront from such operations than in procuring the best possible 
prices obtainable for consigned grain which they are supposed to 
sell. 

The foregoing propositions lead the Commission to the conclusion 
that scalping as conducted at Minneapolis has been to a large degree 
at the expense of the consignment business and the consignors of 
the grain m at least a considerable proportion of cases. The Com- 
mission is further of the opinion that commission houses devoting 
their entire time and attention solely to the sale of grain shoidd be 
able to absorb a very considerable proportion of the profits now 
obtained by the scalpers and thus to procure a higher price for con- 
signed cars which are scalped than has been obtained for such cars. 
It may be granted that the scalping of grain can be theoretically 
justified on the ground that otherwise the price realized might be 
lower than it is. On the other hand, it is believed that the actual 
and potential results of the practice — collusion, logrcJlling, lack of 
attention to selling on the part of consignees, atid the great possi- 
bility that the lack of skill of certain of me latter may lead to sales 
to scalpers when better prices could be realized in the absence of 
such transactions — all lead to the conclusion that these factors more 
than offset the possible theoretical considerations mentioned. What- 
ever benefits to the market scalping may afford can be obtained 
through the purchases of scalpers who are not permitted to. act as 
or for consignees or who are not connected with other grain concerns 
affiliated with such consignees. 

For these reasons, therefore, the Commission concludes that cash 
grain scalping by concerns or individuals in any way connected with 
me cash grain commission businesss either directly or indirectly 
should be forbidden. 
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ANALYSIS OF THE FRDS (FRANK R. DURANT SPEQAL) ACCOUNT, 

1913-1917» INCLUSIVE. 

[Note.— The accounts themselves are not presented on account of lack of space.] 

Mr. TwimNG: All of these items are from the Frank K. Durant account? 

Mr. Durant: Yes. 

Mr. Twining: That is a line elevator account purely, is it? 

Mr. Durant: Why, yes. I would not have tnouglit of it in that way but I think 
that will cover it. 

Mr. Flannery: That is by a line elevator company account, the money that is 
contributed by the line elevator for this legislative purpose and that is kept in a 
special account. 

Mr. Durant: Yes. 

Mr. Flannery: And these expenditures are for that account and for the purposes 
named, as well as you know? 

Mr. Durant: Yes. 

1913. 

Mb. Twining: On March 8, 1913, there was a payment of $40 to Mr. D. H. Smith? 

Mr. Durant: That was paid for copies of the legislative journals' and bills that 
were introduced.' 

Mr. Twining: On March 10, there was a payment of $1600 to P. L. Howe? 

Mr. Durant: I could not say what that was used for, whether it was used for similar 
work in North Dakota or not. I have every reason to believe that it was. 

Mr. Twining: That is for lobbying in North Dakota? 

Mr. Durant: Not lobbying, no. For somebody that was employed to stay out 
there and look after legislative matters. 

Mr. Flannery: Was that the president of 

Mr. Durant: Imperial Elevator Company. 

Mr. T>¥ining: Mr. Howe, you think, was'doing work of that sort in North Dakota, 
b^ng paid by the line elevator companies? 

Mr. I)urant: I think that it was somebody else that he had in charge of it. In 
the old days, that is, further back, some of the line elevator companies used to look 
after that work themselves, but of late years it has been left entirely with me. 

Mr. Twining: You think some one oi Mr. Howe's employees? 

Mr. Durant: No. 

Mr. Twining: You think Mr. Howe looked after this work and then you remtuierat«d 
him and you drew on the other line elevator companies for those sums? 

Mr. Durant: Yes. 

Mr. Twining: On March 10, 1913, there was a payment of $40.45 to P. L. Howe. 
Will the same explanation cover that? 

Mr. Durant: In general, I would say that that was what it was for, but, of course, 
I can not be positive of that. 

Mr. Twining: All of these items are from the Frank R. Durant account? 

Mr. Durant: Yes. 

Mr. Twining: That is a Hne elevator account purely, is it? 

Mr. Durant: Why, yes. I would not have thought of it in that way, but I think 
that will cover it. 

Mr. Flannery: That is by a line elevator company account, the money that is 
contributed by the line elevator for this legislative purpose and that is kept in a 
special account? 

Mr. Durant: Yes. 

268 
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Mr. Flankert: And theae expenditures are for that account and for the pul7X)seB 
named, as well as you know? 

Mr. Dueant: Yes. 

Mr. Twining: On March 13, 1913, there was a payment of 1566 to A. W. Campbell? 

Mr. Durant: I don't remember that name, at all. 

Mr. Twining: Probably it was for some similar purpose in connection with legisla- 
tion in some similar state? 

Mr. Durant: He was sent to Pierre on some special legislation. 

Mr. Twining: On the same date there was a payment of $150 to Mr. D. H. Smith. 
He was looking after legislation, too? 

Mr. Durant: Yes. 

Mr. Twining: Then these payments beginning on March 14, 1913, to E. W. Sarles, 
$366.50? 

Mr. Durant: I can give you the full explanation of that if you want. It will take 
in all of these items. There was organized in North Dakota what was called the North 
Dakota Better Farming Association. Different industries were asked to contribute 
so mudi a year with a view of employin£f an expert agricultural man or men to assist 
the farmers in improving their crops. The elevator companies agreed to sive approx- 
imately $5,000 a year for three years. The payments were made monthly by me to the 
treasurer and collected by me monthly from the elevator companies in proportion to the 
number of elevators that each comply had in the state of North Dakota. 

Mr. Flannert: Did the association pan out all right? 

Mr. Durant: Yea, it did very good work. 

Mr. Flannery: And finally was abandoned? 

Mr. Durant: It was turned oyer to the Agricultural College. Mr. Cooper was the 
head man and the Agricultural Coll^^e wanted him and so the Association disbanded 
and turned the matter over to him. 

Mr. Flannert: Do they still keep up tiieir contributions? . 

Mr. Durant: No. After it was turned over to the College the State Appropriation 
took care of it. 

Mr. Twining: Just there you might make an explanation of that item on December 
1, when that account was closed and the $1,345 balance was put into the special 
account. 

Mr. Durai^t: The Association made 10 assessmoits a year on me and for my own 
convenience I made 12 assessments a ^ear on the elevator companies. When the 
Association was disbanded I was left with $1,345 balance and this amount was then 
trsuDsf erred to the special account on December 1 , 1914. 

Mr. Twining: On March 25, 1913, $500 was paid to J. J. Wilson? 

Mr. Durant: That was South Dakota l^;islation. 

Mr. Twining: And Mr. Wilson is a local man? 

Mr. Durant: He is now here in Minneapolis. At that time he was the traveling 
representative of G. W. Van Dusen Company. 

Mr. Twining: Is he still in that capacity? 

Mr. Durant: No, he is in the office here, in G. W. Van Dusen Company's office. 

Mr. Twining: On April 1, 1913, there was a payment of $536.20 to the Atlas Elevator 
Company. 

Mr. Durant: That was Mr. Wilson's expenses. - We assumed his expenses while he 
was at Pierre. 

Mr. Twining: And the payments were made thru the Atlas Elevator Company? 

Mr. Durant: Yes, thev paid his sakury and expenses each month and we reim- 
bursed them at the end of the session. 

Mr. Twining: Then he got about $1,036.20? 

Mr. Durant: I would not say that. 

Mr. Twining: There is $1,036.20 that went to him in a week. 

Mr. Durant: He would have had half of that had he not been out at Pierre. 

Mr. Twining: Items nm along monthly throughout all the tenn covered. Chamber 
of Commerce, $30. 

Mr. Durant: That is my floor privilege. 

Mr. Twining: Then, on April 14, a payment of $10 to W. F. Cushin^ is shown. 

Mr. Durant: W. F. Cushing was secretary ot the Railroad Commissioners of Ncwrth 
Dakota and at different times I employed him to furnish me with lists of candidates 
for the l^slature and also lists of Ucens^ elevators in the state and that was for a list 
of some land, I don't remember just what. 

Mr. TwmiNG On April 29, 1913, $37.12 was paid to Winter-Truesdell-Amee Com- 
pany. 

Mr. Durant: I haven't any idea what that was for. 

Mr. Twining: May 10, 1913, $50 to Oscar Ameson. 

56976**— 22 ^19 
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Mr. Durant: He was chief clerk of the Minnesota House of Representatives and 
his work was to send me copies of these journals and bills. 

Mr. Twining: May 19, 1913, St. Anthony & Dakota EUevator Company, $88.74: 
Imperial Elevator Company, $82.24; Cargill Elev. Company, $19, 50; Dodge Elev. 
Co., $85.06; Northland Elevator Co., $77.36; Atlantic Elev. Co., $43.50; National 
Elevator Co., $20.06; May 19, Faimers Elevator Co., $16.56, and I think there were 
some others that I did not take down. There was a note in the comer of one '^Credit 
interstation expense.'' 

Mr. Durant: I have always been accused of getting money from these elevator 
companies and never giving any back to them. 

Mr. Twining: The ^'interstation expense" doesn't suggest anything? 

Mr. Durant: These items were paid to the various companies due to an error made 
by one of the telephone companies in transmitting a market change. It was quite a 
serious error and the telephone company agreed to re-imburse my subscribers for the 
losses due to the error. 

Mr. Twining: Then on July 16, $400 to W. C. Gilbreath, Commissioner of Agri- 
culture and Labor, Bismarck, N. D. 

Mr. Durant: For several years the elevator companies contributed yearly to the 
exhibition provided by the Dept. of Agriculture of tne State of North Dakota and this 
amount was for that purpose. 

Mr. Twining: On September 5, 1913, St. Anthony <fe Dakota Elevator Co., $180. 

Mr. Durant: That can not be that special account. 

Mr. Flannbry: There was a similar payment to the Monarch Elevator Company 
on September 5. 

Mr. Durant: For several years at stations where there were more elevators than the 
needs of the station rec^uirea it was the custom of the companies to lease each other's 
elevator. At one station after arrangements were all supposed to have been made 
one of l^e companies declined to enter into the arrangement and rather than make the 
statements out all over asdn I personally paid those two companies $180 apiece. 
That is the explanation of that transaction as fEU* as you have it there. I think you will 
find that is ch£u:ged to my personal account. I intimtated to one of those that I had 
paid the money to that I paid that out of my own pocket and that happened just as I 
was starting away on a vacation and when I came bfack from my vacation, I found the 
two checks for $180 apiece on my desk. 

Mr. Flannbry: When they decided there were too many elevators at a point they 
leased them for the purpose of closing them, didn't they? 
. Mr. Durant: Yes, keeping that particular house closed. 

Mr. Flannbry: And that was a i)art of your numerous duties, to look after that? 

Mr. Durant: Yes. 

Mr. Flannbry: To tell them when there were too many at a station? 

Mr. Durant: As a rule, they would suggest that such and such a station had too 
many, or one elevator company at a certain station would say: " I am wiUing to close 
if the other elevator companies want me to". Then I would make up the scheme 
all the way thru. The first few years it amounted to considerable. It was a saving 
clt overhead expense to the elevator companies and there was still station capacity 
and, as a matter of fact, those elevators would be used, if it was necessary, by the one 
who was leasing them. (Cf. Vol. I, €hap. XI, sec. 18.) 

Mr. Flannbry: But as long as one elevator or two elevators could handle the 
busineee 

Mr. Dui^ant: It was economy to close up. 

Mr. Twining:' On October 20, 1913, Cashier's check for $3600 is shown. 

Mr. Durant: That was not in that special account either, was it? 

Mr. Twining: No. 

Mr. Durant: That is my own account. That is charged to my personal account. 

Mr. Flannbry: For your personal benefit? 

Mr. Durant: Yes, that was my own personal matter. 

Mr. Flannbry: Here is an interesting one. November 3, 1913, Benjamin Drake, 
$17. 

Mr. Durant: Benjamin Drake is my attorney, strange as it may seem. I think 
there is $3600 for some piece of property that I bought and the $17 to Ben was for 
dieckii^ up the abstract and title, etc. 

Mr. Twining: R. B. Pelton, November 4, 1913, $135.84; and Hartzell and Hartzell, 
$242. 

Mr. Durant: That is my personal account. 

Mr. Twining: Powers Elevator Company $150 on December 12, 1913. 

Mr. Durant: That was for transcript of testimony taken in one of those anti-dis- 
crimination cases. 
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1914. 

Mr. Twining: On March 13, 1914, $100 was paid to the Atlas Elevator Company. 

Mr. Durant: I made use of one of their men to collect information on the prospec- 
tive candidates for the legislature and I thiidc that was the payment for his expenses. 

Mr. Twining: March 19, 1914, Security National Bwik, $600. 

Mr. Durant: That is where I get into the Grain Bulletin. I took a trip and went 
east and it cost me |600 and I charged the Grain Bulletin with $500 and myself with 
$100. 

Mr. Twining: May 20, G. C. DtapB, $237.88. 

Mr. Durant: That was personal m Doth my case and his — ^taxes. 

Mr. Twining: These pa3rments on June 5, and 12, 1914, to G. 0. Daigis— -he is an 
employee in the office here? 

Mr. Durant: Yes. 

Mr. Twining: Then on June 6, there is $500 chaiged to the FRDS account paid to 
yourself. 

Mr. Durant: I haven't any idea what that was for. You saw the check, did you? 

Mr. Twining: Yes, on June 6, $500 on the Security National Bank, check No. 
7240 S. 

Mr. Durant: I haven't any idea just what that was for. Let me see. That was to 
defeat M^. James Manahan for the office of Attorney General of the State of Minnesota. 
That was part of the cost. There will be some other fees come in later. He went 
out over the State and said he was going to get the Minneapolis Chamber of Commerce 
when he was made Attorney General so there is no reason why we should make any 
bones about taking the other side. 

Mi. Flannert: They were campaign expense contributions? 

Mr. Durant: Yes. 

Mr. Twining: June 10, 1914, Daily Market Record, $86 (Chaiged expenses $77.25, 
car service $4.25 FRDS, $4.50). 

Mr. Durant: The $4.50 was for printing some of those campaign documents. 

Mr. Twining: June 10, W. F. Cushing, $20, was for the same purpose as was 
explained before? 

Mr. Durant: Yes, in tibis case I should say it was for lists of candidates for the 
l^dslature, because of the date. 

Mr. Twining: June 23, 1914, $460, F. R. Durant? 

Mr. Durant: That was personal. 

Mr. Twining: October 15, 1914, G. C. Daigis, $750, charged to the FRDS account. 

Mr. Durant: That is the second one I haven't got here. That, I am satisfied, 
was a Manahan campa^ item. 

Mr. Twining: That is, payment was made to an employee here in the office? 

Mr. Durant: Hej'ust simply got the money from the bank for me, that was all. 
Having such a huge amount I did not want to make the check out to cash so I made 
it out to him. 

Mr. Twining: Then on November 2, 1914, Van Dusen Harrington Company, FRDS 
$100. 

Mr. Durant: I could not say just exactly what that was; apparently campaign 
expenses. 

Mr. Twining: Dargis, asain, November 5, $300. 

Mr. Durant: That would be the same as November 2. 

Mr. Twining: December 1, Grain Bulletin Guarantors' Fund account closed, and 
$2842.53 balance put into profit and loss account. Will you explain that. 

Mr. Durant: I had been carrying on the books a credit to the original oiganizera 
dt the Grain Bulletin. Many changes had been made in the companies, some ct them 
having gone out of business and, as the original amount contributed was small and it 
had been increased by profits for several years and interest on the money, I finally 
decided to close l^at account and put the balance into the profit and losses. 

Mr. Flannert: Close it by refunding to the original men? 

Mr. Durant: Closing it by putting it into profit and loss. 

Mr. Twining: On that same date you transferred $600 from Profit and loss to your 
own account. 

Mr. Durant: As additional compensation for the year. 

Mr. Twining: December 30, 1914 G. C. Daigis, $400, again, FRDS. 

Mr. Durant: That probably was campaign funds but it was after the campaign 
wag over, but it may have been the tail end of it. 

Mr. Twining: That is, you just drew the check to his account to avoid making out 
a cashier's check, thinking it would make a better record that way? 
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Mr. Duramt: No, I presume that I was told that 1400 additional was needed and I 
simply drew the check and gave it to whoever asked for it. 

Mr. Twining: Why did you draw it to Dargis' account? 

Mr. Durant: He is an employee in the office and I sent him up to the bank for the 
money and, rather than make it out to cash when it is for a laige amount, I make it to 
his order. Then I have an endorsement on it. 

1915. 

Mr. Twining: February 9, 1915, American Typewriter Salee Company, $60 FRDS. 

Mr. Durant: I bought that typewriter for one of the boyis here in the office to 
keep at home to do any extra work that was necessary to be done for the Grain Bulle- 
tin or the Elevator companies. 

Mr. Twining: March, 4, 1915, W. H. Bailey, 162.40. 

Mr. Durant: He was D. H. Smith's cruccessor at Pierre. 

Mr. Twining: March 12, 1915, W. D. Austin, $40. 

Mr. Durant: This is a similar case to the North Dakota case at Bismarck; fur- 
nishing copies of the journals and bilk. 

Mr. Twining: March 16, 1915, Atlas Elevator Company, $150. (A. G. Moritz, 
employee of V. D. H. Co., kept at Pierre duiinglegislative session, in interests of 
line elevator companies. Salary paid by V. D. H., and Durant paid them for his 
time.) 

(The question explains itself.) 

Mr. Twining: March 17, Cashier's check $700 order of Mr. Dxuant on the next 
item. Wilson and Moritz, is the same, paid to Wilson and Moritz, for services diuing 
leRislative session. 

Mr. Twining: March 17, 1915, C. J. Mortieau, Heliena, Mont., $47. 

Mr. Durant: That was a similar case at Helena, Monta:, that was for legislation. 

Mr. Twining: Mr. Frank A. Cousins, $391.25, FRDS. (Employee of Occident 
Elevator Co., kept at Bismarck during legislative session.) 

Mr. Durant: That was for special expenses at Bismarck during the session of the 
legislature. 

Mr. Twining: He is an employee of the Occident Elevator Company? 

Mr. Durant: He was at that time. 

Mr. Twining: On March 22, Occident Elevator Company, $100. 

Mr. Durant: That was additional for F. A. Cousins. 

Mr. Twining: May 25, 1915, F. H. Ellis, $200. 

Mr. Durant: There is a counter entry for that. I never knew why but the Impe- 
rial Elevator brought me a check for $200 and asked me to give a check to F. H. Ellis, 
one of their employees, for a similar amoimt. 

Mr. Twining: August 14, G. F. Ewe, $44.18. 

Mr. Durant: That was an item of expense incurred by Mr. Ewe going to Duluth 
on some matter which was of interest to all the elevator companies. I don't remember 
just what the matter was. 

Mr. Twining: On November 1, 1915, there was a payment of $50 to J. F. 
McKenney. 

Mr. Durant: J. F. McKenney is an employee of mine and he did some special 
work for the elevator companies in relation to bad order cars which I thought ought 
to be borne by all the elevator companies and put into this account. 

Mr. Twining: November 2, S. W. Clark, $50. 

Mr. Durant: That was attorney's advice for an opinion on some South Dakota 
law. 

Mr. Twining: November 17, Victoria Elevator Co., $265. 

Mr. Durant: That was for a transcript of evidence ti^en on the anti-discrimination 
case here in North Dakota. 

Mr. Twining: November 20, 1915, Spaulding Elevator Co., $25.20. 

Mr. Durai^t: 1 think that was telephone and telegraph. You will find there is a 
check every month to them. 

Mr. Twining: On December 2, S. W. Clark, $348.77. 

Mr. Durant: He was an attorney employed by the elevator companies on one of 
these anti-discrimination cases in South Dakota. I think the case was tried at Mil- 
bank, S. D. 

Mr. Flannert: Anti-discrimination against the elevators? 

Mr. Durant: Yes, you remember, all of these states have a law requiring them to 
pay the same price at each station, freight rate considered. 

Mr. Flannery: They never enforced that? 

Mr. Durant: They never got any further than the justice courts with it. 
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Mr. Twining: December 7, 1915, F. C. Riebe, $16.80. . 

Mr. Durant: That was for transcript of testimony taken at another of those dis- 
cnmination cases. 
Mr. Twining: He is connected with the Atlantic Elevator Company? 
Mr. Durant: Yes, they were cited to appear up at Bisbee. 

1916. 

Mr. Twining: May 2, 1916, Wm. Wallace, $45.25. 

Mr. Durant: That was for transcript of the evidence taken in a bankruptcy case 
at Aberdeen, S. D. 

Mr. Twining: For the elevator companies? 

Mr. Durant: I think that was obtained for the President of the Railroad Commis- 
sioners of North Dakota on his request. They had some matter up before them 
which was of a similar nature and the president wrote me and asked me if we could 
obtain that testimony for him and I did, and to be good fellows, we paid for it and 
sent it to him. I am quite sure that is what that item is. 

Mr. Twining: On June 13, 1916, a payment of $500 was made to G. C. Dargis, FRDS. 

Mr. Durant: We are getting into campaign time again. That is probably what 
that was. 

Mr. Twining: This may have been my inability to see correctly but from February 
to June, for instance, for a long time. I was not able to find checks. There would be 
$100 drawn on the FRDS account for which I could not find any check and they 
come contemporaneous with checks to G. C. Dargis for $50. 

Mr. Durant: In making up the check for currency for the pay roll I would add 
$100 for use on the campaign fund from week to week and it would be^-the currency 
would be brought down to me. There are a number of those items you will find from 
the 12th of May to the 30th of June. 

Mr. Twining: October 25, $250. 

Mr. Durant: That was to get money at hand to be paid on small amoimts on cam- 
paign expenses. 

Mr. Twining: August 22, Cashier's check to George J. Smith for $1,000. 

Mr. Durant: That was a campaign fund in North Dakota. 

Mr. Twining: Mr. Smith was assisting the line elevators companies in a campaign 
there? 

Mr. Durant: Yes, assisting the grain trade. 

Mr. Twining: He was editor of a paper up there at that time? 

Mr. Flannery: Was that amount paid for articles written or what? 

Mr. Durant: I think he was ms^ng speeches around the country", more par- 
ticularly, as far as I know. I didn't have any communications with Smith myself 
at all, I don't know. There is another check later on for him, I think, too. 

Mr. Twining: Smith had bsen an Equity supporter until just about that time 
when he switched over to attack the Equity. Do you know if this was in that con- 
nection, thatis , for services? 

Mr. Durant: I don't think it was so much against the Equity as it was the Non 
Partisan League. That was j ust about the time that they were oi^nizing. 

Mr. Flannery : Is that the paper that retained the legend on it alter it had switched 
over. You know there was one of those papers that hiad a legend on it "Official 
Organ of the Equity". I don't kno.v whether this was the one or not, but after a 
certain sum was paid, why, they turned against the Equity, that is, their poUcy was 
against the Equity, but they still retained that legend. Isn't that right? 

Mr. Twining: Yes, I don't remember whether that was Smith's papers, or not. 

Mr. Flannery: Was this at Plaza? 

Mr. Durant: Plaza was where he lived. I presume I have seen some of his papers 
but I don't remember enough about them to know about it. It is my recollection 
that he was more against the Non Partisan League at this time than he was against 
the Equity. 

Mr. Twining: On August 28, Monarch Elevator Company was paid $26.16. 

Mr. Durant: That was an expense on an elevator which is held in my name by 
three of the elevator companies. It is taxes and other items of expense. You will 
find a number of those items as we go along, of that money. Of course, I am reim- 
bursed by those three companies, not by all of the companies. 

Mr. Flannery: That one elevator is held by three line elevator companies? 

Mr. Durant: Yes, not in use. It is one of those stations where there is an over 
plus of elevators and this elevator company wanted to get out and, of course, they did 
not want a fourth company to come in there and do business and the three companies 
combined and bought the elevator and put it in my name to hold until it can be 
wrecked. Probably that is what will be done with it. 
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Mr. Flanneby: Where is that located? 

Mr. Dukant: At Wolford, N. D. 

Mr. Twining: On October 11, Watson and Young were paid $2193.47. 

Mr. Durant: That was attorneys' fees for contesting the law in North Dakota 
placing a tax on the sites upon which elevators are built on a railroad right of way. 

Mr. Flannert: Kind of a joint action? 

Mr. Durant: Yes. 

Mr. Flannert: In other words, the tax was thought to be excessive, or something 
of that kind? 

Mr. Durant: Double taxation. 

Mr. Flannert: And against the interests of the Une elevator companies. 

Mr. Durant: Yes, all the companies. 

Mr. Twining: On October 25, cash $215. 

Mr. Durant: I could not say what that was used for, or the neixt item on the 31st 
of $200. 

Mr. Twining: There is a notation in the comer of that check ** Great Falls." 

Mr. Durant: Then I know. That was a trip which I made to Great Falls to 
inaugurate the Grain Bulletin in the State of Montana. 

Mr. Twining: And the line elevator companies here paid for that trip? 

Mr. Durant: Yes. 

Mr. Twining: On December 4. H. N. Stockett, Sec'y., $159.32. 

Mr. Durant: He is the man tnat has charge of the cars (cards) out at Great Falls, 
Montana, that is salary and expense. 

Mr. Twining: Then on December 9, Cooperative Manager & Farmer, $12.70. 

Mr. Durant: That must have been an expense item. That was just for printing 
some supplies for us. 

1917. 

Mr. Twining: February 14, Van Dusan Harrin^n Company, $100. 

Mr. Durant: That was legislative expense. You understand when a check is 
made out to Van Dusen Harrington it is simply that I know I canget it cashed in their 
office. I make the check out to them ana go down to their office and get the cash. 
They have nothing to do with the check. 

Mr. Flannert: Just the same as if I asked you to cash my salary check. 

Mr. Durant: Yes. 

Mr. Twining: Then it is only in exceptional cases that the checks are issued to 
them for the services of their employees. 

Mr. Durant: Yes, and wherever it has been, I have told you. 

Mr. Twining: Then these other checks made out to Van Dusen Harrington are 
just for the money? They are charged to the FRDS account but they are tor some 
piurpose in connection with the line elevator companies? 

Mr. Durant: Yes, but I don't remember just what they are issued for. 

Mr. Twining: All those items for Mortieau, Bailey & Austin are for furnishing 
documents in connection with legislation? 

Mr. Durant: Yes, at Helena, Pierre and Bismarck. 

Mr. Twining: Then on March 9, the pay roll was three times the usual size. 

Mr. Durant: $200 was charged to the FKDS account. 

Mr. Twining: That was for the services of your employees in connection with the 
line elevator companies interests? 

Mr. Durant: No, thatisjust as I explained to you on those $100 checks. I got the 
currency to have in the office to use in small amounts. 

Mr. Twining: For line elevator companies' interests? 

Mr. Durant: Yes. 

Mr. Twining: Then on March 19, National Elevator Company, $144.38. 

Mr. Durant: That was insurance on the elevator at Wolford. 

Mr. Twining: This item of $2000 on March 26, [Judge] N. C. Young, is explained. 
(Mr. Twining then read the explanation which appears on sheet 7 of the amounts 
listed about which Mr. Durant was questioned.) 

Mr. Durant: If you want any further explanation I think you can safely spy 
it was used in the campaign against the Non partisan League. I have no doubt but 
that is what it was used for. 

Mr. Twining: April 11, Van Dusen Harrington Company, $100. That is again 
for cash? 

Mr. Durant: That may have been a case of where I got $100 from them for myself. 

Mr. Twining: April 12, Cashier's check Geo. J. Smith, $500. 

Mr. Durant: That is that other $500 that I told you would appear later. 
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Mr. Twining: Mr. Smith was writing too, if I remember correctly, from the corre- 
spondence. He was conducting a campaign in his papers in behAli of elevator inter- 
ests, wasn't he? 

Mr. Durant: That is possible, yes. As I say, I didn't see his papers, I don't know. 

Mr. Flannbry: Northwestern Grain Dealers Association, $528.03, April 16th. 

Mr. Durant: That is not in the special account. That is this fi. N. Stockett's 
salary and the tele^ph bills. He paid the telegi^ph bills out there and I remitted 
to him in total and then prorated it among the subscribers. 

Mr. Twining: May 9, FRDS Cash $300. 

Mr. Durant: I don't know what that was for. It is probably some campaign fund 
because we are coming now into the time of the primaries again. 

Mr. Twining: June 6, 1917, Van Dusen Harrington Co., $400 FRDS. 

Mr. Durant: That was cash that I obtained from them for similar purposes. 

Mr. Twining: June 20, Cashier's check to W. F. Cushing, $300. 

Mr. Durant: Well, sir, I never did know what that was for. Mr. Cushing is now, 
he is the same Cushing who was at one time Secretary of the Railroad Commissioners 
of North Dakota. At present he is a publisher of a newspaper in Far^o, and just 
why that money was given to him — I beheve I do know. The Non-partisan Les^ue 
had published throughout the State of North Dakota erroneous statements in regard 
to the cutoffs of certain elevator companies, making it appear that these elevators 
showed an over run of thousands of bushels each year. The statements were alto- 

f ether false and were arrived at by omitting from the reports the amount of grain 
eld in the elevators for the accounts of various farmers for which stors^e tickets 
were outstanding. Due to Mr. Cushing 's famiUarity with the grain interests in that 
state, he was asked to go to Bismarck and see the .actual reports on file there and make 
correct comments in his publication. 

Mr. Twining: G. W. van Dusen Company, $75 on July 25th. 

Mr. Durant: That is a similar item. I don't know just what it was for. I got the 
cash from them. 

Mr. Twining: July 27, Watson & Young, $235. 

Mr. Durant: Messrs. Watson & Young were asked to write an opinion on the Grain 
Grading Act passed by the North Dakota Legislature at the 1917 Session, and this 
$235 was their fee. 

Mr. Twining: These items run along: here is First and Security National Bank, 
$127.46, and are for rental of this ofl&ce, are they? 

Mr. Durant: Yes. ' 

Mr. Twining: August 22, Cashier's check, M. C. Gaulke, $200. 

Mr. Durant: After the opinion in reg^d to the North Dakota Grain Grading Act 
had been obtained the Farmers' Grain Dealers' Association of North Dakota under- 
took to make a test case of the law and M. C. Gaulke was Secretary of this Associa- 
tion and proceedings were taken against him to enforce the law. The line elevator 
companies contributed part of the cost of maintaining this action. I might say that 
the above appHes also to the item of $325 to M. C. Gaulke on September 14th. 

Mr. Twining: He lives at Thompson, N. D.? 

Mr. Durant: Thompson, N. D., yes. • 

Mr. Twining: August 30, 1917, Van Dusen Harrington Company, $100. Those 
items run along about every month. 

Mr. Durant: You will find they stop right there. That was a wind up on the 
legislative expense of the 1917 legislature. 

Mr. Twining: November 23, Publicity CorporatioUj $100. 

Mr. Durant: That is this Federal Trade information service at Washington. It 
is a very interesting service. They give all the Washington news every day. 

Mr. Flannery: Do you get the Dills through them? 

Mr. Durant: I get any particular bills or Interstate Commerce Commission deci- 
sion, or Treasurer's decision, or Supreme Court decisions I want instead of bothering 
the Senators for them. I thought it was worth the $100. 

1918. 

Mr. Twining: These items to J. R. McMillan and C. N. Magnuson, are personal 
items? 

Mr. Durant: No, Mr. Magnuson and Mr. McMillan made a trip to New York to 
visit Jules Barnes on a matter of vital interest to the grain trade in the Northwest 
and they thought that all the companies should share in their expenses. 
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Table 1. — Representation of ca$h commission m^chants on specified exchanges^ 1918. 



Exchanges. 


Total 
reaideiit 
member^ 

stiip.i 


Exchisivelv cash 


Frimarily eaah 
caamiiBBloii. 


Seooodarilvcash 
oommJssion. 


Chioago 


1,000 

182 

464 

126 

169 

389 

141 

79 

84 

68 

102 

24 


Number. 

16 

8 



1 

4 

40 

22 

14 

6 



37 




PereetU. 
1.6 
4.0 
.0 
1.0 
2.4 

la 3 

16.0 

17.0 

7.0 


36.0 




Number. 

110 

48 

157 

69 

74 

109 

34 

30 

17 

2 

11 

6 


Per cent. 
11.0 
26.0 
34.0 
66.0 
44.0 
28.0 
24.0 
38.0 
20.0 
3.0 
11.0 
25.0 


Number. 

320 
32 

112 
12 
66 
24 
60 
10 
18 
3 
20 
4 


PereetU. 
32.0 


Milwaukee 


17.0 


MinnwpoHs 


24.0 


l>u]titb 


9.0 


Katmr" ^ity 


33.0 


St. Louis 


6.0 


OmRhA- - . .---. r. 


43.0 


Peoria 


13.0 


Tiidift»iapoM« . , , 


21.0 


lifluiflviiie , . 


4.0 


riinoiTniatf 


2ao 


Toledo 


17.0 








2,828 


147 


5.0 


667 


24.0 


671 


24.0 



i Excluding those not in the grain business. 

Table 2. — Methods of obtaining grain^ at specified markets^ 1913-1917. 



Primary markets. 



CMcago 

Milwaukee.. 

Duluth 

Minneapolis. 

Omaha 

Kansas City 

St. Louis 

Peoria 

Indianapolis. 
Cincinnati... 



Cars re- 

ported 

(for this 

test). 



658,797 
174,932 

37,283 
626,327 
227,679 
164,711 
219, 671 

91,963 

54,093 



Received 
on coo- 

signr 
ment. ' 



Percent. 
57.4 
82.5 
68.0 
65.3 
57.5 
67.7 
56.0 
50.4 
47.8 
66.1 



Received 
on direct 

pur- 
chases. 



PereeTU. 
42.6 
17.5 
32.0 
7.0 
42.5 
32.3 
44.0 
49.6 
52.2 
33.9 



Received 
by the 
head of- 
fice of line 
elevator 
com- 
panies. 



Percent. 



27.7 



Total. 



Percent. 
100 
lOO 
100 
100 
100 
100 
100 
lOO 
100 
100 



1 Combined figures for wheat, com, oats, barley, and rye. 

> Analysis of carsreoeivedfrom country points only shows higher percentages in fovor of the consignment 
business than is indicated by the table above, viz, Minneapolis, 91.38; Dtuuth, 90.60; Milwaukee, 90.13; 
Kansas City, 80.65; St. Louis, 77.73; Chicago, 77.33; Omaha, 71.09; Cincinnati, 69.24; Indianapolis, 57.71; and 
Peoria, 53.54. (See Volume I, Table 49.) The differences in the figures are probably due to the fact that 
the forM^oing table is based upon reports made by terminal market concerns and presumaldv includes 
grain otner than that obtained from the country; in other words, bought at other markets. The figures 
in this note are probably more correct for oountnr shipments therefore. 
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Table &.—Bigh, hw, and avtragt «(oeit of the jive gmm eomhintd, in Urmt oj ratiot 
to the raudelevoMr capacity ^ <tf tachnuirM,iU IS^peeifiedtef-inmal paint* for the t-year 
pertorf I919-eo. 



IbAet. 


JSK 


"•""ssswr"" 


Bstlooriowrtoototo 
MpBdty. 


jii^ 




PerasDt. 


^. 


PercAnt. 


Date. 


oepeolty. 


"™-'<»™- 


00 

oo 
m 

i! 

DO 
DO 
DO 
00 
00 

9,752,000 
7,571,000 


1 

139.T 

il 

sa.a 

Is 


Not. 8,1919 
Oct. 15;i919 
Oct. 15,1919 

ill 


X8 

L; 

8.4 

10.7 
31. 1 

IB.1 








Aog. 11 

si?" 


930 

930 

919 

oao 

B 














































5 























' Eidudlng tba eteTstor capuiKy ol 



>(• <lfttH BTaliable For 



..„ _, ^ .. J, oonTertera, etc. For detailed Bguras ol stocks ai 

_, ee Tables S and 11. 

• Tbe Btocks at JtlUwaukee, St. L<uls, IniUanapcdii, New Ytrk, uul Osl''estan vne orerstatcil. In that 
._, . I I.I -i.__. I-J...I.J .J pmgfni njore ac '~ "— — ■"-' .i-n- •— 

capaolt; Df570toiuiiotooDaldered. 

Table 4. — Average combined Hock* in eUvatora' at IS terminal point! for each of the 
5 ffToins aitdfat all graini combined, ajid ratio of combined itixtt of all grain* to aggrt- 
gate Morage capacity, by 6-montb periode, 1919-20. 









«,».. 


a(HbiBh. 


Jla). 


RaUoM 


Period. 


Wheat. 


Com. 


OatB. 


Eye. 


BMier. 


grains. 


stflckato 


lMn«rv-I.mB 1919 


45; 73* 
M,808 


i 


3D, 135 

17 MS 
8,925 
19,795 


II 


9,8eo 


118,942 

1:1 






















10,527 


3,873 


ie,ao4 


11,082 


S,3«6 


87.451 










5S 


.j 1. 


13 1 a 


100 









■ S» b»tiiDl«9 1 to 3, preceding table. 
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Table 10. — Elevator storage capacity at Fort William and Port Arthur, Canada, 19t0} 



PUBLIC. 

Fort WUliam elevators: Bushels. 

Can. Pac. Ry. Ck)., "D" 7,500,000 

Grand Trunk Pac. Elev. Co. (Ltd.) . 5, 750, 000 
United Grain Growers (Ltd.), "B 

andE" 2,500,000 

East. Term. Elev. CJo. (Ltd.), "A 

and C" (not licensed) 2,500,000 

OgUvie Flour MUls Ck>. (Ltd.) 2, 000, 000 

Western Terminal Elev. Co. (Ltd.). . 2, 000, 000 

ConsoUdated Elev. Co. (Ltd.) 1, 750, 000 

Fort William Elev. Co. (Ltd.j, " F ". 1, 750, 000 

Northwestern Elev. Co. (Ltd.) 850, 000 



Total. 26,350,000 



Port Arthur elevators: 

Port Arthur Elev. Co. (Ltd.) 9, 000, 000 

Canadian Government 3,250,000 

Saskatchewan Co-op. Elev. C!o. 

(Ltd.) 4,600,000 

Davidson <b Smith 1,750,000 

David Horn & Co. (not licensed) . . . 750, 000 

Total 19,250,000 

Grand total 45,600,000 

Fort William and Port Arthur combined 

Percentage of public to total 



PRIVATE. 

Fort William elevators: Bushels. 

N. M. Paterson & Co. (Ltd.) 800,000 

Mutual Elev. Ck>. (Ltd.) 500,000 

Gillespie Term. Grain Co. (Ltd.) . . . 250, 000 

Western Grain (3o. (Ltd.), ^'G".... 250,000 

Empire Elev. CV). (Ltd.) 1, 750, 000 

Mount McKay Feed Co. (Ltd.) 8, 000 

Jas. Davidson & Co. (Ltd.) 10, 000 

Canadian Feed M&. Co 85,000 

Gooderham Melady & Ck). (Ltd.), 

"Capitol" 65,000 

Merchants Grain Co. (Ltd.) 35, 000 

Muirhead-Bole Grain Ck> 30,000 

Bole Grain Co 10,000 



Total 3,793,000 

Port Arthur elevators: 

United Grain Growers (Ltd.). " H ". 600, 000 

Sask. Co-op. Export Co. (Ltd.) 650, 000 

Eastern Term. Elev. Co. (Ltd.), 

"Richardson" 2,000,000 

Thunder Bay Term. Elev. Co. 

(Ltd.) 1,500,000 

National Elev. Co. (Ltd.) 60,000 

Total 4,800,000 

Grand total 8,693,000 

54,193,000 

.84 



1 As reported by the board of grain commissioners for Canada, Mar. 1, 1921. 
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Table 12. — Analysis of purchases of wheats cam. oatSy and of barley ana rye at specified 
jyrimary marhetSf showing proportion purchased by elevator companies^ and distribution 
of elevator purchases by sourceSyfor the five-year period 191S-1917. 



Chicago; 

Wbeat 

Cam 

Oats 

Barley and rye. 
Milwaukee: 

Wheat 

Com 

Oats 

Barley and ry<v 
Duluth: 

Wheat 

Com 

Oats 

Barlev and rye. 
ICinneapous: 

Wheat 

Com 

Oats 

Barley and rye. 
Omaha: 

Wheat 

Com 

Oats 

Barley ana rye. 
Kansas City: 

Wheat 

Com 

Oats 

Barieyandrye. 
St. Lools: 

Wheat 

Com 

Oats 

Barley and rye. 
Indianapolis: 

Wheat 

Cora 

Oats 

Barley and rye. 



Total 

cars 

rep<Mi;ed 

fiMTthis 

test. 



103,804 

209,853 

202,170 

42,970 

15,721 
33,977 
51,689 
73,545 

28,630 

23 

2,382 

6,248 

414,367 

26,260 

264,480 

122,929 

79,255 

100,098 

40,632 

6,994 

112,378 

33,422 

11,764 

7,162 

120,413 
47,920 

vV.cMV 

11,489 

22,894 

37,006 

13,771 

323 



Percent- 
age 
bought 
by termi- 
nal leva- 
tor com- 
panies. 



Bought 

from 
commis- 
sion mer- 
chants. 



86.6 
79.0 
77.0 
35.0 

35.5 
67.7 
82.0 
34.6 

9a2 
96.6 
69.1 
87.4 

21.8 
28.4 
47.4 
46.9 

68.8 
79.1 
90.5 
88.7 

62.9 
67.7 
60.3 
42.0 

28.6 
83.6 
81.7 
16.9 

14.0 
40.9 
64.8 
36.0 



Analysis of purchases by terminal 
elevator companies. 



32 
52 

54 
38 

69 
77 
78 
66 

100 
100 
100 
100 

77 

133 

84 

76 

44 
61 
62 
73 

79 
02 
89 
68 

81 
64 

68 
61 

96 
64 

80 
84 



Bought 

on 

direct 

purchase 

from 

country. 

I>oints. 



47 
14 
23 
39 

7 

7 

9 

14 



2 

20 

7 

14 

60 
28 
81 
24 

16 
22 
44 
28 

9 
81 
10 



1 
40 

9 
11 



Bought 
from 
local 

dealers. 



21 
34 
23 
23 

24 
16 
13 
20 



21 

47 

9 

11 

6 

11 

7 

8 

5 
10 
17 

9 

10 
15 
10 
40 

3 

6 

11 

6 



TotaL 



100 
100 
100 
100 

100 
100 
100 
100 

100 
100 
100 
100 

100 
100 
100 
100 

100 
100 
100 
100 

100 
100 
100 
100 

100 
100 
100 
100 

100 
100 
100 
100 



1 Includes purchases from line elevators. 

Tablb 13. — Results of mixing operations in wheat at six private elevators^ CMeagOjfor the 

crop year 1914^15, 





Quantities (bushels).i 


Percentages. 




In. 


Out. 


In. 


Out. 


Winter wheat: 

No.l 


14,875 

16,631,403 

15,799,881 

1,122,131 

734,984 


15,727 

33,243,167 

244,926 

210,916 

1,002,243 






No. 2 


48.6 

46.1 

3.3 

2.1 


96.8 


No. 3 


.7 


No. 4 : 


.6 


Lower 


2.9 






Total 


34,308,274 


34,716,979 


100.0 


100.0 






Spring wheat: 


22,751 

76,020 

373,508 

478,785 

230,667 


27,016 

81,003 

48,658 

8,476 

291,644 


1.9 

6.5 

3L6 

40.5 

19.5 


5.9 


No. 2 


17.7 


No.3 


10.7 


No. 4 


1.9 


Lower 


63.8 






Total 


1,181,731 


456,797 


100.0 


100.0 






Grand total 


35,485,005 


35,173,776 













1 No flguTM for opening and dosing inventories. 
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Tabls 14. — RetvUts of mixing operationa in wheat at six private elevatorSj Chicago, for the 

crop year 1915-16. 





Quantities (bushels).i 


Percentages. 




In. 


Out. 


In. 


Out. 


Winter wheat: 

No.l 


62,417 

3,106,886 

7,094,106 

3,018,240 

823,050 


"'i2,'8d2,*336' 
810,948 
166,827 

369,888 


a6 

22.0 
6a3 
21.4 

6.8 




No. 2 


9a5 


No. 3 


6.7 


No. 4 


1.2 


LfOwer 


2.6 






Total 


14,103,701 


14,148,993 


loao 


IOQlO 






Spring wheat: 


13,348,201 

1,697,380 

1,551,196 

632,543 

87,132 


16,288,512 

118,623 

135,236 

26,668 

48,323 


46.4 

23.5 

21.5 

7.4 

. 1.2 


95.1 


No. 2 

No. 3 


1.7 
2.1 


No. 4 

Lower 


.4 
.7 


Total 


7,216,461 


6,617,361 


loao 


100.0 


Grand total 


21,320,162 


20,766,364 


1 




1 



1 Includes 7,414 bushebof No. 1 hard. 



* Includes 69,501 bushels of No. 1 hard. 



Table 15. — Results ofmiocing operations in wheat at six private elevators^ CkioagOtfor the 

crop year 1916-17, 



Winter wheat: 

No.l 

No. 2 

No. 8 

No. 4 

Lower 

Total 

Spring wheat: 

No.l 

No. 2 

No. 3 

No. 4 

liower 

Total 

Qrand total 

1 Includes 1,824 bushels of No. 1 hard 



Quantitias (buahela). 



In. 



82,477 

8,188,447 

2,144,412 

768,172 

288,816 



6,457,824 



156,052 

43,994 

92,210 

118,520 

146,634 



457,410 



6,914,734 



Out. 



168,896 

6,297,883 

660746 

61 686 

18,668 



7,202,628 



1266,095 



6,583 
'4,'866 



277,644 



7,480,172 



Peftantafea. 



In. 



1.8 
49.4 
88.2 
11.8 

4.8 



loao 



12.8 
9.6 
20.2 
26.9 
82.0 



100.0 



Ont. 



a.8 

87.4 

9.2 

.9 

.2 



100.0 

-SESBB8 



9S.9 



2.4 
'1*7 



100.0 



> Includes 16,025 bushels of No. 1 hard. 
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Table 16. — ReguUa of mixing operations in wheat at certain Chicago elevators, IBIS-H to 

1916-17.^ 





Quantities (bushels). 


Percentages. 




In. 


Out. 


In. 


Out. 


Winter wheat: 

No.l 


168,650 

24,219,803 

25,644,851 

4,927,711 

1,857,672 


184,623 

54,347,939 

1,716,619 

438,329 
1,386,838 


0.3 

42.6 

45.1 

8.7 

3.3 


0.8 


No. 2 


93.6 


No.3 


3.0 


No. 4 


.7 


Lower 


2.4 






Total 


56,818,687 


58,073,348 


loao 


100.0 






Spring wheat: 


3,693,534 
1,891,338 
2,063,749 
1,140,511 
644,875 


6,932,510 

200,540 

190,476 

35.144 

345,804 


38.9 
20.5 
22.3 
12.4 
5.9 


90.0 


No. 2 


2.6 


No.3 


2.5 


No.4 * 


.4 


Lower 


4.6 






Total... 


9,234,007 


7,704,474 


100.0 


100.0 






Grand total 


66,052,694 


65,777,822 













1 Includes operations of six elevators for three years, 1914-16 to 1916-17, and of one of these six for 1913^14. 

Table 17. — Results of mixing operations in wheat by the public elevators at Minneapolis 

for the crop year 1912-13, 





Quantities (bushels). 


Percentages. 




In.i 


Out.* 


In. 


Out. 


No. 1 hard 


436,903 

17,917,562 

11,764,636 

3,289,463 

36,733 

4,964,946 

465,817 


166,285 

18,371,089 

8,489,4«0 

3,070,809 

3,523 

2,154,578 

293,072 


LI 

46.1 
30.2 

8.5 

.1 

12.8 

L2 


0.6 


Northern spring wheat: 

No.l 


66.5 


No. 2 


26.1 


No.3 


9.4 


No.4 




Lower 


6.6 


Ungraded *. 


.9 






Total 


38,866,060 


32,547,836 


loao 


100.0 







1 Includes opening inventories. 



* Includes closing inventories. 



Table 18. — Results of mixing operations in wheat by the public elevators at Minneapolis 

for the crop year 1913-14- 



Quantities. 



In.i 



Bushels. 

No.l hard 4,198,798 

Northern spring wheat: I 

No.l 13,044,954 



No. 2. 

No.3 

No.4 

Lowor 

Ungraded. 



6,713,262 
2,339,729 
28,206 
1, 717, 527 
2, 168, 098 



Total 30,210,574 



Out.* 



Bushels. 
3,936,106 

20,769,366 

5,441,119 

3,557,279 

10,946 

946,617 

1,604,782- 



36,265,214 



Percentages. 



In. 



13.9 

43.2 

22.2 

7.7 

.1 

6.7 

7.2 



100.0 



Out. 



ia9 

67.3 

15.0 

9.8 



2.6 
4.4 



loao 



1 Includes opening inventories. 



Includes closing inventories. 
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Tablb 19. — Results of mixing operations in wheat by the public elevators at Minneapolis 

for the crop year 19li-15. 



No.lhard 

Northern spring wheat: 

No.l 

No. 2 

No.3 

No. 4 

Lower 

Ungraded 

Total 



1 Indudes opening inventories. 



Quantities. 



In.i 



348,166 

7,614,080 
8,837,461 
7,862,207 
6,669,133 
2,749,308 
3,368,106 



36,328,470 



Out.* 



BwiheU. 
381,686 

7,937,842 
11,782,498 
8,153,680 
2,423,504 
806,707 
6,626,714 



36,960,630 



Percentages. 



In. 



LO 

2a7 
24.3 
21.6 
16.6 
7.6 
9.2 



loao 



* Includes closing inventories. 



Out. 



0.6 

21.6 
31.9 
22.1 
6.6 
2.2 
15.2 



loao 



TABXiE 20. — Results ofmijcing operations in wheat by the piLblic elevators at Minneapolis 

for the crop year 1915-16, 



No.lhard 

Northern spring wheat: 

No.l 

No. 2 

No.3 

No. 4 

Lower 

Ungraded 

Total 



Quantities. 



In.i 



BtuheU. 
2,879,797 

12,634,666 
11,054,000 
6,888,091 
3,368,539 
4,392,543 
3,738,049 



43,866,586 



Out.« 



Bushelt. 
1,689,656 

11,323,467 
12,530,896 
5,793,381 
1,342,880 
1,499,363 
3,091,785 



37,271,317 



Percentages. 



In. 



6.6 

28.6 
25.2 
13.4 

7.7 
10.0 

&6 



100.0 



Out. 



4.5 

30.4 

33.6 

15.6 

3.6 

4.0 

8.3 



100.0 



Includes opening inventories. 



Includes closing inventories. 



Table 21. — Results of mixing operations in wheat by the public elevators at Minneapolis 

for the crop year 1916-17, 



No.lhard 

Northern spring wheat: 

No.l 

No. 2 

No.3 

No. 4 

Lower 

Ungraded 

Total 



Quantities. 



In.i 



Bfuhels. 
897,995 

2,036,938 
2,536,946 
3,127,888 
7,608,536 
6,073,478 



26,212,674 



Out.* 



Bu^ls. 
612,817 

3,619,023 
6,001,610 
6,724,699 
6,616,799 
3,747,248 
6,330,230 



32,352,426 



Percentages. 



In. 


Out. 


3.4 


1.6 


7.8 


10.9 


9.7 


18.5 


U.9 


17.7 


29.0 


20.1 


23.2 


1L6 


15.0 


19.6 



100.0 



loao 



1 Includes opening inventories. 



* Includes closing inventories. 
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Table 22.- 



-Results of mixing operations in wheat by the public elevators at Minneapolis, 

1912-13 to 191&-17, 





Quantities. 


Percentages. 


' 


In.i 


Out.* 


In. 


Out. 


No. 1 hard 


Bushels. 
8,761,659 

53,048,109 
40,896,304 
22,497,378 
16,711,147 
19, 897, 802 
13,660,964 


Bushels. 
6,534,449 

61,920,776 
44,245,602 
26,299,848 
10,297,652 
9, 153, 513 
16,945,583 


5.0 

30.2 
23.3 
12.8 

9.5 
11.4 

7.8 


3.7 


Northern spring wheat : 

No.l 


35.3 


No. 2 


25.2 


No. 3 


15.0 


No. 4 


5.9 


Lower 


5.2 


Untraded 


9.7 






Total 


175,473,363 


175,397,423 


100.0 


100.0 







1 Includes opening inventories. 



Includes closing inventories. 



Table 23. — Results of mixing operations in wheat by two DuhUh elevator companies 

for the crop year 1912-13, 



No.lhard 

Northern spring wheat: 

No.l.: 

No.2 

No.3 

No. 4 

Lower 

Ungraded 



Total. 



Includes opening inventories. 



Quantities. 



In.i 



ButSiels. 
712,595 

19,461,512 

7,922,325 

698,635 

29,422 

7,404,108 

982,136 



37,210,733 



Out.* 



But^els. 
755,839 

30,982,183 

1,837,553 

551,676 

1,385 

204,459 

377,344 



34,710,439 



Percentages. 



In. 



1.9 

52.3 
2L3 

1.9 

.1 

19.9 

2.6 



100.0 



Includes closing inventories. 



Out. 



3.2 

89.2 
5.3 
1.6 



.6 
1.1 



100.0 



Table 24. — Results of mixmg operations in wheat by two DultUh elevator companies 

for the crop year 1913-14- 



No. 1 hard 

Northern spring wheat: 

No.l 

No.2 

No.3 

No. 4 

Lower 

Ungraded 

Total 

1 Includes opening inventories. 



Quantities. 



In.i 



Bu^iels. 
3,614,632 

14,264,924 

5,138,310 

862,691 

5,260 

644,707 

2,068,835 



26,619,359 



Out.* 



Bushels. 
4,448,844 

24,212,650 

332,270 

144, 755 

1,403 

66,156 

935,134 



30,141,212 



Percentages. 



In. 



13.6 

53.6 

19.3 

3.2 



2.4 
7.9 



100.0 



Out. 



14.8 

80.3 

1.1 

.5 



.2 
3.1 



loao 



s Includes closing inventories. 
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Table 25. — Results of mixing operations in wheat by two Duluth elevator companies 

for the crop year 1914^15. 



No. 1 hard 

Northern spring wheat: 

No. 1 

No.2 

No.3 

No.4 

Lower 

Ungraded 

Total 



Quantities. 



In.i 



151, 156 

7,767,4g3 
6,119,137 
4,266,477 
1,906,947 
1,034,584 
3,276,694 



24,522,488 



Out.« 



BuAeU. 

3,984 

18,006,757 

2,851,151 

1,368,566 

98,558 

125,990 

2,307,958 



24,762,764 



Percentages. 



In. 



0.6 

31.7 
25.0 
17.4 
7.8 
4.2 
13.3 



100.0 



Out. 



72.7 

11.5 

5.6 

.4 

.5 

9.3 



100.0 



1 Includes opening inventories. 



> Includes closing inventories. 



Table 26. — Results of mixing operations in wheat by two Duluth elevator companies 

for the crop year 1915-16, 



No. 1 hard 

Northern spring wheat: 

No.l 

No.2 

No.3 

No.4. 

Lower 

Ungraded 

Total 



Quantities. 



In.i 



BuiiktU. 
764,860 

12,037,298 
12,127,498 
6,664,477 
1,434,282 
2,426,892 
5,133,922 



39,589,229 



Out.« 



BwiuU. 
269,030 

26,633,060 

6,054,514 

304,747 

132,542 

75,983 

1,922,186 



35,392,062 



Percentages. 



In. 



1.9 

30.4 
30.7 
14.3 
3.6 
6.1 
13.0 



100.0 



Out. 



0.8 

75.2 

17.1 

.9 

.4 

.2 

5.4 



100.0 



1 Includes opening inventories. 



s Includes closing inventories. 



Table 27. — Results of mixing operations in wheat by two Duluth elevator companies 

for the crop year 1916-17. 



No. 1 hard 

Northern spring wheat 

No.l 

No.2 

No.3 

No.4 

Lower 

Ungraded 

Total 



Quantities. 



In.i 



Biuihels. 
243,968 

967,664 

1,207,048 

986,500 

471,732 

1,156,983 

2,616,777 



7,650,672 



Out.» 



Biu^elt. 
12,130 

5,411,044 
3,458,883 

121,635 
20,204 

997,762 
1,812,389 



11,834,047 



Percentages. 



In. 



3.2 

12.6 
15.8 
12.9 
6.2 
15.1 
34.2 



100.0 



Out. 



0.1 

45.7 
29.2 

1.0 
.2 

&5 
15.3 



loao 



I Includes opening inventories. 



s Includes dosing inventories. 
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Table 28. — Results of mixing operations in wheat by two DuhUh elevator companies, 

1912-lS to 1916-17. 



No. Ihard 

Northern spring wheat: 

No.l 

No. 2 

No.3 

No.4 

Lower 

Ungraded 

Total 



Quantities. 



In.i 


Out." 


In. 


Out. 


Btuhn», 

5,487,211 

54,406,801 
32,514,318 
12,478,780 
3,847,643 
12,667,274 
14,008,364 


BtuheU. 
5,480,827 

105,245,604 

14,534,371 

2,401,370 

254,002 

1,470,150 

7,355,011 


4.1 

4a2 

24.0 

0.2 

2.8 

0.3 

10.4 


4.0 

76.0 

10.6 

1.8 

.2 

1.1 

5.4 



135,502,481 



136,840,524 



Percentages. 



100.0 



100.0 



Includes opening inventories. 



s Includes closing inventories. 



Table 29. — Results of mixing operations in wheat at six licensed public elevators at 

Kansas Vityfor the crop year 191S-14* 



No. ired 

No. 2red 

No. 3 red 

No.4red 

No. Ihard 

No. 2hard 

No.3hard 

No. 4 hard 

No.2mixed , 

No.3mixed , 

No.4inixed 

No. 2 western paring . 
No. 3 western spring . 
No. 4 western spring . 

No.2dunun 

No.Sdurum , 

No.Ssprlng 

No.48pring 

No. 2 Padno coast. . 
Sample 



Quantities. 



In.i 



BuOieU, 

8,106 

1,322,039 

320,075 

151,608 

76,445 

9,004,804 

1,203,338 

306,111 

364,700 

154,101 

70,564 

23,545 

36,957 

571 

14,708 

2,199 

4,120 

2,479 

5,798 

205,733 



Total I 13,288,002 



Out.« 



ButM9, 

1,000 

2,038,674 

8,217 

6,426 

366,652 

10,137,250 

185,683 

18,523 

156,047 

140,452 

6,000 

36,342 

25,058 



15,816 
2,032 
1,358 



27,068 



13,175,606 



Percentages. 



In. 



ai 
lao 

2.5 

1.1 

.6 

67.8 

0.1 

2.3 

2.7 

1.2 

.5 

.2 

.3 



.1 



1.5 



100.0 



Out. 



15.6 

.1 

.1 

2.8 

76.0 

1.4 

.1 

1.2 

1.7 



.3 
.2 



.1 



100.0 



1 Includes opening inventpries. 
56976**— 22 ^22 



> Includes closing inventories. 
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In.i 


Ont.> 


In. 


Out. 




BuAeU. 

m',m 

Ml. 114 

..ii 

5 089 
18,252 

laigi 
i;a4B 


BmiMt. 










2:4 

46! 6 
21.9 

i:i 


















lis 

le.osB 

455; 195 






























171,308 


:i 






























a; 484 


:J 














1,467 
356)734 
















1,537,294 


7.3 










21,3M,22g 


23,176,968 











1 Includes doalog In 



—Reiulti 0/ mixing 



City, 



191S-U to 1316-17. 



t six licmstd public tUvators at 







Percentages. 




ln.i 


Out.' 


In. 


Out. 






Btu\tU. 

5, 545', 336 
'985 172 
458,024 
368,652 

*'^;i 1 
«9«,6 7 

1111 

476,363 

11 








29^3 
20.2 

i.i 






































































48,368 








69 6«3 
U,44S 














■1 


















5.8 














100.0 






' ' 







' Includes opening inventories. 



I Includes closing 1 
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TABiiE 42. — Profits and losses on the firsts second, thirds and fourth scalps of 180 cars in 

the Minneapolis market, crop year 191&-17. 



FIRST SCALP. 



• 


Sold at profit. 


Sold at loss. 


Net profit. 




Number 
of cars. 

• 


Average 

profit 

per 

bushel. 


Number 
of cars. 


Average 
loss per 
bushel. 


Number 
of cars. 


Average 
net profit 

per 
bushel. 


Wheat, srade 3 or better 


31 

69 

4 


• 

Cemta. 
6.47 
6.39 
14.76 


4 
7 


Genu. 
4.22 
6.45 


137 

76 

4 


CdTUa. 
4.97 


Poorer than 3 


5.30 


Unclassified ' 


14.75 










Wheat 


104 


6.74 


11 


5.00 


1117 


5.52 






Barley 


21 
11 
12 

1 


2.86 
1.27 
1.93 
2.50 






S22 

14 

<25 

32 


2.73 


Oats 


3 
10 


1.46 
2.45 


.69 


Com 


-.06 


Rye 


2.50 










Coarse erains 


45 


2.21 


13 


2.22 


!i63 


1.12 




"-' 1 


All grains : 


149 


5.37 


24 


. 3.50 


<180 


3.98 







SECOND SCALP. 



Wheat, erade 3 or better 


12 

41 

1 


1.15 

4.80 

.50 






12 
41 

1 


1.15 


Poorer than 3 






4.80 


TTncliissifleH ' 






.50 










Wheat 


54 


3.91 







54 


3.91 










Barley 


9 

1 
1 


.78 

.75 

2.00 






8 10 
1 
1 


.70 


Oats ? 






.75 


Com 






2.00 










Coarse grains 


11 


.89 






»12 


.81 










All Grains 


65 


3.40 






»66 


3.35 











THIRD SCALP. 



Wheat. CTade 3 or better 


2 

8 


L44 
1.97 


1 


2 
9 


1.44 


Poorer than 3 


1 


22.00 


— .70 






Wheat 


10 


L86 


1 

1 


22.00 


11 


— 31 







FOURTH SCALP. 



Poorer than 3. 



2 


5.25 






2 







5.25 



1 Two cars resold at same price. 

3 Grade not obtained. 

s One car resold at same price. 



< Three cars resold at same price. 
' Five cars resold at same price. 

< Seven cars resold at same price. 
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